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FOREWORD 



This handbook is intended for use by those developing and/or operating 
hone-based business programs. Ihe curriculum included here can be used to 
set up a school -based business to provide students with actual experience 
in a business. The curriculum also serves as a very basic course of study 
for small business and entrepreneurship programs. 

The handbook is divided into two parts. It consists of instructional 
materials and information to be used to teach selected coipetencies. 
Developers of this handbook focused primarily on those ccnpetencies for 
which materials are not readily available to teachers. It also includes 
resources for ordering additional materials. 
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INTRODUCTION 



A home-based business is a small business that is generally operated in the 
hone by one or more family mnbers. Frequently the home-based business is 
the result of converting a hobby or other skill into a profit-making 
business. The hone-based business owner does all the work, record keeping, 
management and decisioo-mtking required to make the business function. 

In rural Alaska, enploymsnt is often unavailable; the onployment which is 
available is frequently seasmal. This situation provides the opportunity 
for self onploymsnt by using an existing skill or attaining a new one. 
Some people begin a new business with a "warm-up" period to try it out on a 
small scale and to test its reeeptim in the connunity. The trial period 
can be conbined with other part time work to provide seme income while the 
business is being tested. 

Advantages of Home-Based Businesses 

They may create jobs vAie^li^o jobs were previously available. 

There may be low start^^^l^adl^ because worksite, materials and 
equipment may alrea<!^ be lt^Uat)^e. 

There may be low operating ooS^^^j^Muse a separate building, child 
care, etc. are not necessary. ^r\f 

There is little comnuting time or eKm&Citi^&uae work is done in the 
home. 

There are tax benefits because routs o' the fiu^StBes of operating the 
heme can be charged off to the business. 

They provide life style flexibility because peopl4 cart set their own 
work schedule. ' \ 

They can provide high job satisfaction. 
Disadvantages of Home-Uased Businesses 

There may be a loss of income because of inability to manage time and 
resources. 

There may be problems with friends «Ak> expect a special deal and are 
quick to oxpress dissatisfaction. 

Vferkers may feel isolated from the traditional world of work. 
There may be problems in conplying with sonii^ laws. 
Space may be cramped or inappropriate. 

Family privacy and lifestyle patterns nay be disrupted or set aside 
because people ignore office hours. 

Tliere may be unstable income. 

There may be problems with friends who don't visit because they are 
afraid of a sales pitch. 

There may be problems with friends who expect free advice. 

iii 
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Many schools in Alaska start and operate school-based businesses. These 
programs provide students with an understanding of how the free enterprise 
system works as well at practical knowledge and skills needed to operate a 
home-based business. This manual is designed to provide an overview of the 
school or hone-based business. It includes instructional materials to use 
in teaching connpetencies students should gain through Uie progron. 
Developers of this guide tried to focus on areas in which they felt there 
was not nuch readily available to Alaskan teachers. It also includes 
resources for additional infoiniation. Special attention is given to Snail 
Business Administration publications, but other textbooks and books are 
also listed. 




iv 

8 



TABLE OF CONTENTS 



KBENCBD 

Mxxsmsxjoams 

INIRCDDCriCN 

H2MB-BASED BUSINESS FROOMM OCMLS 



Gbal 1.0 Tb understand personal traits necessary for self 

oiployment 1 

Qanpetencies: 

■* . 

1.1 Q>nduct a self as8e8s^l^^9f personal traits 2 

1.2 Present a prof essional'^^i^ii^. . 2 

1.3 Set personal goals . . . • .(>^^<^ 8 

1.4 Use decisionmaking skills . .'^V/Iaj. 10 

1.5 Use problem-solving skills . . . ^/v^"> 11 

1.6 Manage time and resources .'V . 12 

1.7 Work effectively with other people . . . . , .... 16 

1.8 Separate professional duties f ran home responsibilities . 17 

Obal 2.0 lb understand the potential kinds of hone businesses ... 18 
Cbnpetencies: 

2.1 Explain what is involved in starting and operating a 

SDiall business 19 

2.2 Identify raw materials in the community vtfiich could be 
converted into products 24 

2.3 Identify services vAiich are not being provided in the 
comoounity or services wdiich could be improved 25 

2.4 Identify kinds of home-based industries which could 

be successful in the local comunity 25 



ERIC 



Gbal 3.0 lb understand the difference between different 

business structures 36 

Oompetencies: 

3.1 Determine the structure which best fits the need of 

the individuals 37 

Sole Proprietorship 
Partnerships 
Limited Partnership 
Gbrporation 

3.2 Differentiate amcmg various types of franchises 41 

Gbai 4.0 Tb understand the regulations governing home-based 

businesses 43 

Oompetencies: 

4.1 Gbtain necessary state, local and federal license 
applications . . . . y 44 

4.2 CSanplete applicat ion; fb);:« State and, if necessary, 

local business 1 icens'eafV?> . . 45 

4.3 Onplete 3pplioation(s) fpv^luAial federal licenses 
relating to product or basifi^ljfyta appropriate 49 

4.4 Obtain information on zoning md^i^^lete permit if 

required -^^^V 49 

4.5 Ctamplete the form to secure a sociaf «^ecurity number ... 49 



Cbal 5.0 Tb understand how to obtain funds . . . . ..^/l 

Oompetencies: 



SU 



5.1 List sources of funds 51 

5.2 Develop a statement of financial need 58 

5.3 List types of business loans 58 

5.4 List kinds of collateral 62 

5.5 Describe loan limitations 68 

5.6 Oamplete loan application 70 

5.7 C|>en a checking account 73 



IQ 



Goal 6,0 lb understand recordkeeping 

Cbnpeteicies: 

6.1 Keep effective business records 

6.2 Keep records for tax purposes 

6.3 Gbllect local sales taxes 

6.4 Pay social security taxes 

6.5 Obnpute 1040 and Schedule C 

Cbal 7.0 lb understand insurance 

Cbnpetenciess 

7.1 Identify types of insurance 

7.2 Determine the best insurance coverage and rates 

Gbal 8.0 lb understand purchasii^^.,. 

Oonpetenciest ' v?/J*'> 

8.1 Locate and select suppliers . ^//*. 

8.2 Identify purchasing agreennents an^'^^c^nts 

8.3 Determine shipping methods .V> . . .. 

8.4 Balance quantity purchasing with storage and v 
inventory considerations . ; i 

8.5 Keep inventory records 



11 



Q>al 9.0 Tb understand 8ellii« 106 

Oonpetencies: 

9.1 Describe different marketing channels: 107 

consignment 
mail order 
word of mouth 
door to door 
appointmmt 
parties 

telephone solicitation 
fairs, shoivsy etc. 
yellow pages 
bulletin boards 
sales agent 

9.2 Plan advertising i^r' i^dia and establish sales 

promotions .... .\. /Jj,^^.^ 112 

9.3 Determine prices for prodUcfi^Jhd services: ....... lie 

expenses and break-even point ' r^^v* v 
time involved ' / 

supply and dcnkind 
hourly rate of earnings 
fair return 



Qa&l 10.0 lb understand financial management and planning 136 

Cbnpetencies: 

10.1 Plan cash flow to provide funds to meet expenses 137 

10.2 Use breakeven analysis for planning 141 

10.3 Invest excess funds 145 

Q>al 11.0 Tb understand how to design the space needed for 

the business ........ 151 

Cbnpetencies: 

11.1 List all of the items needed to start the business .... 152 

11.2 Make a diagrem showing how work area is to be 
arranged, including equipment, stoi>age, display, and 
custoner areas . 153 



12 



^ niMiMiiui •■^^'^ flvalltbU for 

Oki9tt«Mi«ii 

Ua Mwtljjr ii^i l ir MNM tiMt CM to «Md for 

for i— tMiil bMli 



M lt.t ^ MtfiftttN Ml prodMtt, pNMdirw, tad tgilpniit . . 
HHlHuitii 

11.1 tMirt MMMtloi to kMp MTNit oi aiiv prodttott, 
iff«t» Mi •vilpaMt 




13 



Qoal 1.0 To understand personal traits necessary 
for self employment 

Competencies: 

1.1 (bnAwt a Mlf MMiiment of perional tralti 

1.2 Prtttnt ft profMilonftl imge 
l.S 8tt ptrtOMl goftli 

1.4 Uift dtelitCQiMkliv tkllli 

1.5 Oift problon-ftolving *nii 

1.6 MuMgt tint ftnd reiotarcM 

1.7 Work effeetlvoly with other people 

1.8 Sepftfftte profeiilonal dutlei f ran hcne responslbllltl 



1 

14 



Self-Analysis: Are You A Salesperson? 



How to Gnclt 

Grade each point on the baiii of 0 to 10. If you believe tlut you are wiiat you sliould be, give your- 
Mlf 10 points; if only medium, 6 points; and if entirely diwiualified, give yourself a 0; give any inter- 
vening points for other values. 

Apply your own knowledge. Consider what a discriminating person in full poisession of the facts 
would give you. 

When you have graded each of the 100 points, add the figures and place the sum in the proper place 
at the end of the column. Dhride by 10 for your percentage of efficiency. 

GRADE 
YOURSELF 
HERE 

A. APPEARANCE 

1. b your expression pleasant? 

2. Clothes spotless and pressed, shoes shined? 

3. Axe your clothes selected with taste-style, fit, color, harmony? 

4. Do you loolclike you are master <tf yourself? 

5. Axe your manners pleasant and friendly? 

6. Do you correct all appearance liabUities? 

B. HEALTH 

7. b your health a 100% business asset? 

8. b your health as important as money? 

9. Do you observe the simple health rules regarding eating, drinldng, 

breathing, and exercishig? 

10. b yoiir power of endurance above average? 

11. Lost any workdays this year due to illness? 
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C. FEARLESSNESS 

12. Are you at ease before strangers or superiors? 

13. Are you conscious of the new courage that results from acquired power? 

14. Do you follow your own convictions? 

15. Have you eliminated all fear of the future? 

16. Do you meet problems squarely without evasion? 

17. Do you use knowledge to banish fear? 

D. SELF-CONFIDENCE 

18. Are you sure of yourself at all times? 

19. Do you use and apply your knowledge? 

20. Do you start things with confidence rather than doubt and cold feet? 

21. Are you confident about your own judgment? 

22. Is action the result of your self-confidence? 

23. Are you able to inspire confidence in others? 

E. AMBITION 

24. h your life's aim big enough for your ability? 

25. Do you back your ambition with decisive action? 

26. Do you plan each day to advance a step? 

27. Do you study the best ways for personal advancement? 

28. Do you take full advantage of opportunities? 

29. Are you eager to end well in life? 

30. Would fulfillment of your ambitions make this world a better place? 
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F. WILLPOWER 

31. Is your will power trained for decisive action? 

32. Can you shoulder responsibility without worry? 

33. Do you control your temper and words? 

34. Can you shed nonessential details? 

35. Do you make enough time for self-development? 

36. Is your will like **high«tempered steel'? 

37. Is daUy practice of your will power a habit? 

G. CONCENTRATION 

38. Do you train yourself to concentrate at will? 

39. Are surroundings picked to favor concentration? 

40. Does business study get undivided attention? 

41. Can you concentrate for a long period? 

42. Are you developing a clear, accurate, hard*thinking business mind? 

43. Do you really **think" rather than kid yourself to believe you think? 
a SUGGESTION 

44. Do you seek the Value of positive ideas? 

45. Do you avoid negative suggesttohs? 

46. Is indifference allowed to hinder progress? 

47. Do your manners serve as positive suggestions? 

48. Do you use the power of self-suggestion? 
L TACT . 

49. Do you get along well with most people? 

50. Do you try to 'lead" rather than "boss'? 



51. Do you avoid Ion of temper and sarcasm? 

52. Do you avoid hasty remarlcs that hurt others? 

53. Do you always practice the hli^est courtesy? 
64. Do you always express appreciation when due? 

J. INTEREST 

56. Are you deeply interested in your own work? 

56. Do you malce careful daily observation of your worlc to improve it? 

57. Are you interested in the human problem of business management? 

58. Do you observe people's features and study their characters? 

59. Do you endeavor to read people's thoughts to anticipate their needs? 

60. Have you a scientific interest in problems of modem business? 

61. Are you yourself your greatest object of constructive study? 
K. SINC3ERITY 

62. Is your word as good as a bond? 

63. Do you have high ideals of life and service? 

64. Is your work interesting rather than routine? 

65. Do you stand loyally by your deserving friends? 

66. Are you sincere even though it sometimes results in apparent disadvantages? 

67. Are you honest for other reasons than because "it pays"? 

68. Do you practice what you demand from others? 
L. ALERTNESS 

69. Can you understand viewpoints of others? 

70. Are you quick to undeistand instructions? 

71. Are you known as a wide-awake person? 
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GRADE 
YOURSELF 
HERE 

M MEMORY 

72. b your memozy excellent? 

73. Do you train your memory for improvement? 

74. Do you remember names as easily as faces? 

75. Can you forget nonessential facts? 

76. Do you depend on trained memory power rather than short-cut methods? 

77. Do you consciously combat every tendency to absentmindedness? 

N. EFPECnVE SPEECH 

78. Do you talk without hesitation? 

79. Are your ideas deariy and logically organized? 

80. Are you master of yourself? 

81. If eating with superiors, are you at ease? 

82. Do you convince people? 

83. Do ydu secure the desired action from people? 

O. INITIATIVE 

84. Do you seek opportunities to better yourself? 

85. Do you make plans to realize your goal? _ 

86. Do you have to be *told'' less than the average? _ 

87. Do you make constructive suggesiions freely? _ 

88. Are you systematically devdoping your power of constructive imagination? _ 

89. Are you right now thinking of how to profit by use of this chart? .....^ 

90. Are you able to meet new situations with dispatch and c^onfidence? 

91. Does experience prove your ideas practical? 
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GRADE 
YOURSELF 
HERE 



P. REUABIUTY 

92. Axe you known w a pexson who **g6t8 things done'? 

93. Are you trustworthy in little thin0i? 

94. b your credit good at all times? 

95. Do you keep your promises and appointments? 

96. Are you reliable in all of your work? 

97. Is your judgment so sound and reliable that it is sought by others? 

98. Do you establish your ^^reliability'' as thoroughly as your ^'ability"? 

99. Do you deliver dependable results without supervision? 
100. Are you absolutely loyal to your organization? 

TOTAL POINTS 

YOUR PERCENTAGE OF EFFICIENCY 
(Divide above sum by 10) 



SOURCE: Weinuch, B. "Self-Analysis for Salesmen.** Sak$ Managtment Guide. Chicago: Dartnell Corp., 1973. 

From Program for Acquiring Competence in Bntrepreneurahip (PACB) ^ Instructor's 
Guide, Level 1, The National Center for Research in Vocational Education, 
The Ohio State University, 1960 Kenny Road, Columbus, OH 43210, 1983. 



Guidelines For Goal -Setting 



"If you don't know what you mnt, you probably will never get it." 

Goals are important for giving direction to your energy. They can give 
your life purpose, direction, and provide something to look forward to. 
You may feel that goals are limiting, on the contrary, however, once you 
have set a plan or goal, then you can examine the options and change your 
plan if necessary. Without a goal, you may remain free-floating with no 
end in sight, probably blind to opportunities as th«y pass you by. Setting 
a goal can activate momentun towards a long-rai«e outcome you nay desire. 
It gets things moving. • 

Any goal must bei 

^) BfllflVant And me a ningfl l l - it must contain qualities that are essential 
to you — your values, interests, strengths, and weaknesses. It must 
reinforce your ideas of success and what you must have to mke you 
happy. ' 

Oonsideri "What do I want?" "What are the resources to work with?" and 
"How can I put them together to get wdiat I wuit?" 

2) Bflft li Btlc - If a goal is unattainable, it can be self-defeating and 
frustrating. If the goal is real, then you jaui naake the everyday 
choices that wi 11 lead towards achieving your goal . 

3) Spec i f i c - It would be too vague to say "I want to be happy." By being 
mo^e specific ~ "I waint to be good at decorating; that would make me 
happy." — you can break your goal down into smll steps. 

4) Muiftgcablfi - Working with a manageable goal allows flexibility. If one 
step doesn't work, it is easy enough to try another alternative. You 
can begin to determine hov you want to spend your time, and what short 
tem objectives are necessary to reach your loi^-range goal. 

Ooal-setting offers a disciplined, creative approach to life. It can 
create tension, but this tension can bring out our finest resources and can 
quicken your mind in response. 

To help you determine meaningful goals for yourself, conplete the 
following: 
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Vhftt V0M»d Hkfl to happan in ftvA yfti>i.« 

List here things you vould like to learn to do, satisfying activities 
you'd like to be involved in, and things you want to strive toward 
during the ntdct five years. Keeping your values in mind, think in 
terms of occupation, leisure time, family, edueation, etc. 



VitAt VQu'd Hka to happfln in ona ynai'. 

List here things you would like to learn to do, activities you'd like 
to be involved in, and things you wuit to strive toiward during the next 
year. Some of these may be duplications of your first list. 



You can now take this infonnaticm and convert it into a statement of a goal 
or goals that you'd like to accomplish. 
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Decision-Making 



There are four steps to any dec is ion t 

1. State the goal to be achieved or the problon to be solved. 

2. List alternatives. 

3. Evaluate tba alternatives. 

4. Cbnsider the odds or chances of each outcome occurring. 

The four steps appear sinple, yet you undoubtedly know fran your own 
experiences that making a decision is often difficult. Decisions are 
difficult tecause each of us is a ccoplex individual with unique needs, 
values and his/her emn personality. This is why vie need to learn how to 
gather and evaluate infonnation. 

It's time to practice making a real-life decision for yourself. In the 
space below, use the four-step process to make a decision about a goal you 
want to reach or a problem you need to solve within the next three months. 

1. Cbal to be achieved or problem to be solved:__ 



Alternative 


Advantages 


Disadvantages 


Probable Outcome 


1. 








2. 








3. 








4. 









PROBLEM SOLVING PROCESS 



There are distinct steps involved in the problem-solving process: 



ACCEPT 
DEFINE 



Decide that the problem is your challenge 
and your responsibility. 



Be clear about exactly ^Oaat should be iiqsxoved 
or changed. 



ANALYZE 



Look at all aspects of the problem. Look at your 
value system and bow it relates to the problem. 
Decide on criteria to use in weighing solutions 
to the problem. Decide if there is additional 
Information you need to solve the problem. 



LIST 
SELECT 



Brainstorm possible solutions to the problem. 
Be as creative as possible. 



Evaluate the ix>sslblo solutions against your 
criteria. Select the best solution. 



IMPLEMENT 



Assign resfponsibilities and timelines to assure 
that the solution is Implemented. 



EVALUATE 



Determine how effective the solution was in 
solving the problem. 
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Managing Your Time and Your Life 



Effectively managing your tifne takes a great deal of thought about 
what it is you want to do and sound planning as to the best way to accomplish 
it. There are five basic steps in time management: 

1) Set your goals. 

2) List activities to achieve your goals. 

3) Prioritize activities. 

4) Make a To Do List. 

5) Consider the best use of your time. 

SET YOUR GOALS 

In order to effectively manage your time, you must first know exactly 
what it is you're trying to accomplish. As Lewis Carroll put it, "if you 
don't know where you're going, youfll end up somewhere else." The first 
step in time management, then, is setting goals. Decide what it is you 
want to do, to possess, to share, to contribute, to be. You should list 
both short term (for the day or week) and long term (for the month, year, 
decade) goals in all areas of your life: social, professional, financial, 
cultural, educational, physical, spiritual, personal, family, etc. Make 
sure your goals are actually achievable and that you can succeed in doing 
what you set out to do. Success breeds success. 

It is important to write out your goals, for they become more real 
and more important to you then. Writing your goals helps you to make a 
commitment to achieving them. It's also Important to prioritize your goals 
so you'll know where to spend the most energy. 

LIST ACTIVITIES TO ACHIEVE YOUR GOALS 

Goals are broad statements of what you want to achieve, and it's 
necessary to specify activities you need to do in order to achieve your goals. 
For example, you might have a goal "to get in shape." in order to actually 
get in shape, you'll need to do certain activities. Perhaps you'll do 
callisthenics for twenty minutes a day, or perhaps you'll run a mile every day. 
Activities are steps to achieving a goal. 
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•to determine the right activies for achieving your goals, you must 
1) list the possible activities for each goal and 2) set priorities to 
allow you to select the most effective activity to do now. 

PRIORITIZE ACTIVITIES 

If you were conscientious in listing lots of possible activities, you 
will probably have too many activities to possibly complete with the time 
you have. Now is the time to set priorities and switch from being unrestricted 
to being realistic and practical. Start by spotting and eliminating low 
priority items (those on which you're not willing to spend time each week). 

Once you have prioritized the important activities on your list, 
establish times/dates to start each activity as well as deadlines for 
completion of it. Commit yourself to get things done by the deadline. 

Hopefully, this process of prioritizing activities will help you to 
examine your priorities in terms of your own value system. For some people, 
family needs and demands are extremely important, so activities connected 
with family will be top priority. Other people may view professional goals 
as more important, and will place activities for accomplishing professional 
goals at the top of their list. The important thing is to think about your 
own values and consider them when prioritizing activities. 

MAKE A TO DO LIST 

It's important to take time to plan. Spend only ten minutes at the beginning 
or end of the day planning, and it will repay you. Many people also use 
Friday afternoon for reviewing the week and planning the next week in a general 
way. You may want to use Monday morning for refining your plan and starting 
your activities for the week. 

We must all function day by day, so it's important to look at the question 
"What do I have to do today?" Practically everyone has heard about making 
a "To Do List". V Successful ."people usually use it every single diy and make 
effective us of it. A To Do List should include those items you want to do. 
Add other items as they occur to you, and cross off items as you complete 
them. Rewrite the list at the end of the day or when it becomes hard to read. 
Keep only one list and don't use many scraps of paper as they seem to disappear 
or aren't available when needed. 
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I't ea h ad a la ovacy aiaota and you will than hava 
aliioh affaet oa all eaeh day. 




If aattiag prieritiaa for activiUaa, 
•ai • "«e «o Ua*" f ivo yeo bottar eentrol ovor tha way 
turn, tlHy aooi to bo ooootaatly oooplod with tha abovo 

MUf fiOBk. yoeoa on yoor high priority aotivitiaa 
fit bafiiii dOMi m low wtlaa toaiw. Aak yooraolf tha qoaation 
i tontlUo wooU it bo if X difti*t do thiat* Xf yoor aaawar ia *not 
tORifelo"» tboo olIidMlo it. 

toom to ia l otata to ftaily/trlaoda/ooUoogaaa, and ba aura to giva 
Ltioo to tban wImo thoy ooncy oot tbooa taaka. Do ona thing at a 
tiMi «Mi*t «at oidatBOoM by tfiotxootiooa and iatann«tiona. 



AU of tba obooa otayo ara n a i i ng iaaa if yoo don't put thM to uaa. 

BMOla only piano wtU yoo bring thm to Ufa by iapltn antaUcn. 
it aov" atttitnia mtlMr tlun a *do it lator* atutoda. Pro- 
io ano off tbo amjor atiafcllng blooka ovaryona faoaa in trying 
foolo and aaka tto anot off tbair tiao. than yoo*w idantifiad 
« biiH pciocity ootivity bot find yoo oon*t bring yooroalf to do it, tako 

look at year ohnioa. Xt my bo off lowar priori^ than yoo originally 
Iff yon «o iaol it*a off high priority and yoo*ro atill not doing it, 
yoa aay Jaot bo daiag o aaot bMa thing, proosaatlaatiag. «a pot of f doing 
tklago booaaoo tiMy oaaa too nnaglai or b aoo u a a it nay roaolt in an unploaaant 
oitoation, or booaaao wo*aa afraid wo won't do it woU anoogh. iha boat way 
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to qmt started with an ovaxwhalalng or uivlaasant activity is to bagin it 
avan with only a faw minutas at your disposal. Braak tha activity down 
into smallar conpcnants and start with a shortar taak. Start with somathing 
aaay if you prafar# but start . You may discovar that it turns out to ba 
ONitih lass difficult than you had asqpaotad* 

• 

This prooass is not as complicatad as it may saam. Giva it a try and 
saa if you oan*t ba mora in control of your tima and dacisions. Ramanbar tot 

$at your goals. 

Usa tha tachniqua of brainstorming to list activitias to achiava your 9 
Oonsidar tha iaqportanoa of aach activity and priori tisa tha list. 
Ocpplata a Vo Do List or schadula. 
Each dayr spand scsm tima planning. 

Start aaking yoursalf , "'What is tha bast usa of my tima right now?** 

pp procrastinating. DO IT HON! ! 

Thara is nothing magical about tha SUCCESS formula, but it will help you 
battar managa your tima and fulfill your goals. 
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What Is Your Attitude? 



Your attitude !• the stance you take toNerd life based on your values. It 
is your lifestyle pattern - it shows up in the way you relate to people, 
places, things and the way you divide your time among them. Your attitude 
Is a state of mind that will cause you to re^ond in a certain way to a 
given situation. 

Ihe following chart shows you the behavior characteristics of those who 
have healthy, desirable attitudes compared with those who have negative or 
poor attitudes. If your behavior is similar to that described on the 
negative side, you should know that such behavior cauies others to react to 
you negatively. If you can imrk on Just one or two areas so that your 
behavior shows a desirat>lei, positive attitude, the behavior of others 
toward you will change. People will like you better, and you will like 
than better. Stu^ the chart to see irtiere you fit int 



PParriVBAn 



1. aniles easily 

2. Willing to change ideas, 
dress 



3. iU>le to see the other persons S, 
point of view 

4. Almost never complains 4. 



5. iiecepts responsibility for 
mistakes 

6. Seldom criticiases others 

7. Cbnsiders what is good for 
or helpful to others 

8. When talking with other 
people, looks them in the 

. eye but does not try to stare 
then down 

9. Respects the ideas and 
opinions of others 

10. Never makes excuses 

11. Has k variety of interests 



NHfxriVR ATrrmra 

1. Rarely aoiiles 

2. lAiwilling to change 
behavior vAien appropriate 

liable to see the other 
persons point of view 

4. CSonplains about nearly 
everything 

5. Blames others for oivn 
mistakes or short-comings 

6. Very critical of others 

7. Thinks only of self, "What's 
in it for me?" 

8. (Aiwilling or unable to look 
the other person in the eye 



9. Ities to force ideas and 
opinions on others 



10. . Often makes excuses 

11. Few interests, is often 
bored 



Meeting Responsibilities 



Wb all have dutiei and responsibilities in our personal and professional 
lives. The home-based business person must pay special attention to the 
time needed to meet these responsibilities. Let's look at hoif you use a 
typical day. 

Dtm a circle to represent a day in your life. Divide the circle into four 
quarters using dotted lines. Bach quarter represents six hours. Mow, 
estimate how many hours or parts of hours you spend on a typical da^ in 
each of the fol louring areas t 

Afltlvity Haura 
Sleeping 

In training or at school 
Workiiv 

Socialising, playing sports 
Reading, watching TV 
Doing chores 

Spending tiiiie with fmnily 
Miscellaneous 

Now make a pie graph jn the circle to indicate the time spent in each area. 
Your graph may look something like thist 




Ix>ok at your pie graph. Do you devote enough time to each area to do it 
effectively? Vhich areas lieed more time? As a home-based business person, 
you must pay part ietilar attention to how you will balance work-related 
demands with home- and family-related demands. 
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Goal 2.0 To understand the potential kinds of 
home businesses 

Competencies: 

2.1 Explain what is involved in starting and operating a 
sn&U business 

2.2 Identify r«w materials in the comnunity which could be 
converted into products 

2.3 Identify services which are not being provided in the 
camunity or services which could be inproved 

2.4 Identify kinds'of homerbased industries which could 
be successful in the .local comnunity 
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Thinking About Going Into Business? 



Summary 

To start and run a small business you must know and 
be many things. As one small business owner atten- 
.ding a conference put Ik **When I came here, my 
business lost the services of its chief executive, sales 
manager, controller, advertising de|iaitmeiit, person- 
nel director, head bookkeeper, and Janilbr.'' 

This Aid, based oh qtteetions«asked by people in small 
business or contemplatinig starting, suggests the many 
facets of running a small concern that eich owner- 
: manager must becoime fami^ar w While the 
answers to the questions are^har^y^ any 
lOi^Se subjects, they profrjde the ^ckgrisund for ques* 
tions you may need to ask before going intp. business, 
as well as suggesting sources of answers to those 
questions. 



Introduction 

Almost everyone considering it has dozens of questions 
about starting a small business. The only foolish ques-. 
tions. of course, are the questions that aren't asked. Yet, 
many times we don't have enough information to ask 
the right questions. 

The questions in this Aid are drawn from participants 
in satellite telecasts to thirteen states in Appalachia 
from New York to Mississippi. Most of the quetstioners 
didn't own, operate, or manage small businesses. Their 
questions are typical of what's on the minds of potential 
business owners. You may have pondered similar ques^ 
tions, as you thought about becoming your own boss. 

The questions fell generally into areas such as the steps 
in setting up a busihess, business regulations and taxes, 
marketing, and financing a new concern. In this Aid the 
questions have been grouped by subject. < 

Answers to the questions came from experts in the 
various areas. These experts include a lawyer, an ac- 
countant a bank loan officer, several small business 
owners, and market researchers. ! 

These answers, it is hoped, will help you as you ap* 
proach deciding on becoming a snnall business owner. 
The questions may suggest questions that you should 
find answers to before you invest your money, time, aiid 
'effort in a small business. 



U.S. Small Business Administration 
Number 2.025 

Starting Out 

1. If you have money but no particular business in 
mind, how can you get enough information on the best 
business to go into? 

The best way of choosing your business venture is to 
look at your experience and educational background. A 
thorough review will provide leads on the business field 
you should enter— do what you know best. Even niore 
important, you must like the business field you are go- 
ing to enter to bring the enthusiasm and self-confidence 
you need to make the business go. 



2. What are the basic survival skills you need to run a 
business? 

The basic survival skills include a working knowledge of 
basic recordkeeping; financial management; personnel 
management; market analysis; breakeven analysis; pro- 
duct or service knowledge; federal, state and local tax 
knowledge: legal structures; and communication skills. 

3. What special obstacles do women entering business 
facet and how can theee obstacles be overcome? 

Women are at last making inroads into business, not on- 
ly as executives but as owners, There are many 
obstacles, chief among them the doubts that lenders, 
suppliers, and in some fields, customers have about 
women's ability to run businesses. These can be over- 
come with' self-confidence and a strong belief in your 
ideas. You should not be discouraged by being rebuffed 
by people who simply don't understand. As more and 
more women enter business and succeed, the process 
will become easier and easier. 

4. What are the most important factors that cause 
small business failure? 

There are, of course, many reasons for the failure of 
new small businesses. One way of looking at the causes 
is to remember that a new business is starting at zero 
momentum; neWly entering a market, having to 
establish supplier relations, finding proper financing, 
and training employees. To coordinate all these facets 
and start them simultaneously is a tremendous job. If 
you don't have experience and management capability, 
succels won;t be very likely. You'll also fbid that unde^ 
capitaiUk^ without enough cash to 

qanyj^e^^^^^ ao before the 

bi^iii^;^rt^ ddn't have good survival 

jirospi^^ cases, even businesses with good 

ttcmc^m^ 



S. If you're trying to buy « going tervice butinetft 
how can you flgure a reaeonablt price for the bueinete 
that takes into account goodwill and bueinete contacts 
in addition to the value of equipment and inventory? 

' • .■ 

There are many methods, but basically what you*re try- 
ing to do is set a value on the assets and earnings 
record of the firm. The simplest way is to determine the 
''payback period,** usually two or three years. That is, 
the net profit for two years Would equal the goodwill 
value, A more complicated and accurate method called 
the *'net present value** method, is based on the cost of 
capital and a risk factor. For that method an accoun- 
tant's help would be valuable. 



8. What kind of a market study should you do before 
deciding to buy a radio station? 

Determining the price of any business is difficult. For a 
radio station specificallv, you can ge%the figures on the 
total revenue of all statfoiisf in t^^^ advertis- 
ing revenue) froni the iPederal tr^^^^ Cbnimiiisjon, You 
should also get the percentage of the total market that 
Ihe, station you* re considering hasV Ybii must also deter- 
mine the potential marJcet for the area in advertising 
dollars. Finding but the total number of businessiss by 
line and size in Jthe area covere by the station and their 
advertising expenditures would give you some insight. 
. Really, you'd study the market like this for buying any 
business. 

^Regulations and Licenses 

7. How do you find out what the federal^ state, and 
local regulations are for the type of business you're 

^going into? 

The regulations for businesses may vary fdr different 
lines of business and certainly will from state to state. 
You can find out by'cbntacting the various levels of 
government like the Internal Revenue Service for 
federal tax regulations, but your best bet is to go to your 
local SBA office. They can give you specific information 
for all levels of government. Local chambers of com- 
merce can also often hislp you in this area. 

8. What kind of registration and licenses are generally 
required? 

, Obviously, as we just discussed, there are speciRc re- 
quirements in each^state: and locality, but it is. possible 
to list the ;ldndis:pf^bfl^ a new 

•^bu8ines8;.will:ne^ ]y ]. ^/ y^' : ;. 



Local— A business license from city, town, or county, 
depending on your location, will be necessary. In addi- 
tion, you*ll have to meet zoning laws, building codes, 
and similar regulations. 

State— In most states, if your business isn*t a corpora- 
tion and your full name isn*t in the name of the 
business, you*ll have to register under what*s called the 
fictitious name law. You should also file for a sales and 
use tax number. In some lines of business (like liquor 
stores, barber shops, real estate offices) specific licenses 
are needed. 

■ 

Federal— You*Il need to contact the IRS for an 
employer*s identification number and a *'Going Into 
Business Tax Kit.** 



9. What's this OSHA you hear about? 

OSHA is the U.S. Labor Departments Occupational 
Safety and Health Administration. It is responsible for 
helping make work premises safe and healthy for 
employees. Since change in this area is frequent, it*s 
best to contact OSHA itself. They have a number of 
publications aimed at small business. 

10. What are some specific legal requirements for mail 
order businesses which might not apply to other 
businesses? The business under consideration would 
not use direct mail advertising, rather it would adver* 
tise in magazines and newspapers. 

You should contact the Federal Trade Commission and 
get the FTC* s list of publications; you can order those 
that pertain to your particular business. If you*re selling 
food, you must get in touch with the Food and Drug Ad- 
ministration. 

11. How do you go about finding suppliers and 
manufacturers? 

Most suppliers are interested in adding new accounts. A 
prime source for finding suppliers is the Thomas 
Register. It lists manufacturers by categories and 
geographical area. Most libraries have state*s directory 
of manufacturers. If you know the product line and 
manufacturers, a letter or phone call to the companies 
will get you the local distributor-wholesaler. In some 
lines, trade shows are good sources of getting suppliers 
and looking over competing products. 

12. Should a sole proprietor with no employee^ have 
disabilty benefits? 

20 



If you can afford it, it's a good idea. It makes sense to 
protect the income of a small sole proprietorship with 
income maintenance insurance. Ask your insurance 
agent about various plans. 

13. How often should a small grocery store take an in- 
ventory? 

A physical (can by can) inventory should be taken at 
least once a quarter. If your fiscal year ended December 
31, you*d take one then and subsequently on March 31, 
fune 30, September 30, and so on. If you have an 
automated ordering system, you can take a physical in- 
ventory less frequently. 

14. How long does it take a new business to establish 
a good public image? 

A good public image takes a long time to establish (and 
only minutes to lose). There is no set formula, but a 
good iniage depends on: 

The service, products, and customer treatment you pro- 
vide; 

The market you're in; 

How you stack up against your competitors: 

The quality of your public relations and advertising pro- 
grams. If you*re new to a market— and if you do what 
you say you're going to— you may establish an excellent 
reputation in 18 to 24 months. 

15. How do you And a good lawyer? 

As with most personal services, you must have rapport 
with your attorney. The best way to determine this is to 
talk to lawyers by phone or visit them before you make a 
selection. Get recommendations from friends, your 
banker, or lastly a •iawyers! reference service." You're 
looking for someone you can trust and who will take an 
interest in vou and your business. 

16. Oo you need a lawyer to start a business? 

No, but it's wi^e tp get the best advice; possible when 
you're starting out. An attorney is one source of the ex- 
pertise you'll need to dravy on. In some states you need 
an attorney to form a corporatioo. Check your state law. 



Form of Business 

17. What form of business do you recommend for a 
new business? 

Each legal form, sole proprietorship, partnership, or cor- 
poration, has its advantages and disadvantages. The one 
you should pick depends on your circumstances, in- 
cluding: 



Your financial condition. 

The line of business you're entering. 

The number of employees. 

The risk involved. 

Your tax situation. 



Don't assume, if you plan a one-person business, that 
sole proprietorship is the way to go. See your lawyer. 

18. Tve heard that the Subchapter S corporation and 
"1244'' stock offerings are designed for small 
business. Could you explain them? 

Essentially, a Subchapter S corporation treats profits or 
losses by the corporation as ordinary income or loss to 
the individual stockholder A full discussion of the Sub- 
chapter S corporation can be found in Internal Revenue 
Service Publication Number 589. 

Internal Revenue Code Sction 1244 allows an individual 
to treat losses on the stock of a **small business corpora- 
tion" as deductions against ordinary income. IRS 
Publications Number 542. 544. and 550 have sections 
discussing this regulation. 

The rules for taking advantage of these devices are quite 
specific and a little involved. You should get the IRS 
publications. You can get copies by getting in touch 
with your local IRS office. It's listed in your local direc- 
tory under "U.S. Government.*' It would be a good idea 
to discuss these topics with your accountant, lawyer, or 
other business advisor. 

19. Is it a good idea to incorporate your business in a 
state other than the one in which you plan to do 
business? 

No. For small businesses it's normally best to incor- 
porate where you are going to do business. If you incor- : 



pomlt) out ol steitH. you'd have to register as a ^'foreign ' 

(.nrpomtion. 



Taxes 

20. Is a sales person, paid on a commission basis, 
treated like an hourly wage sales clerk with respect to 
tax withholding? 

Yes. unless the sales person is a manufacturer's rep or 
is in business as an independent contractor. 

21. Concerning a sales representative on straight com- 
mission, is it mandatory to take out FICA taxes (social 
security) and withholding taxes? 

Yes. if the rep is an employee of the company. The 
deciding factor is whether or hot the rep is an indepen- 
dent contra^ tor in business for herself or himself. 

22. What about casual labor and taxes? 

If an individual is your employee, yqu must withhold 
taxes. The only exception is if the labor is on an in* 
dependent contract basis. Then the independent con- 
tractor withholds taxes and files all appropriate forms. 

23. Say you have a partnership between two people 
and the spouse of one of the partners keeps the book, 
is the spouse an employee, even if he or she isn't 
paid? 

If he or she weren't paid, such a bookkeeper could be 
classified as a nonemployee. Thus, since there are no 
wages, there are no withholdings for income tax. FICA, 
and the like. If you paid him or her, it would be like any 
other employee for tax purposes. 

24. If I live in one state but go to other states to sell 
goods, how do I handle taxef? 

As a business in another state, you'd have to collect and 
remit taxes to the state where the goods are sold. Most 
states have forms to remit these collected taxes. These 
sales should by kept separate from sales in your home 
state, since you would not pay home state sales tax on 
them. . / 

25. How is a coriwratloiliM all stockholders 
work as salaried iaiiiiployim a 

to the liquidation of the oHginMl j^a^ 

Stockholding employeesf^re tfl^ like any 

other employed. 'The p^ is 
not a debt to the cprj^r^^^ the 
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stockholders who bought the business. Thus, profits | 
can't be used to liquidate this price. Profits may be used 
to retire corporate debts and, thus increase net worth, 
but all principal payments are taxable profits and taxed 
according to the corporate tax structure. If your net ear- 
nings before taxes approach $100,000, check with the 
IRS. It may be necessary to pay dividends, since non* 
payment could be considered a technique for avoiding 
dividend taxation. 



The Market 

26. How can you get the census data you need to 
estimate the market for your store or service in a 
given locality? 

You can get census Information from the Bureau of the / 
Census in the U. S. Department of Commerce, as well 
as through chambers of commerce and various state and 
local ajsencies that deal with business. You can find this ' 
information in your local public library and get it from* | 
nearby colleges and universities, too. 

27. How can you find out what the prevailing costs 
are for a service business in your market area? ' 

■•^■■■-1 

One way is simply to call competitors and ask their 
prices. Their prices will give you a lead. You could ask ! 
competitors' customers for the same information if you 
didn't want to go directly to the competition. 

28. H0W do you go about determining the market for a 
mail order business? 

The principles of determining market share and market 
potential are the same no matter how large the 
geographical area. You must first determine a customer 
profile, the size of the market, and the number of com-; 
petitors. You could also use a readership survey given to! 
you by a magazine in which you intend to advertise. 



Pricing 

29. How do you flgure markup and markdown? 

Markup (markon) is the original amount that the mer* 
chandise is marked up. Markup as a percentage (also 
called gross margin rate) is figured as a percentage of 
sales. For example, say the cost of merchandise is $10 
and you want a 20 percent markup; what is the selling 
prices?)? By definition we know that markup as a 
percentage is given as a percentage of sales. Thus, our \ 
cost must be 80 percent of the selling price (100 percent' 
selling price • 20 percent desired markup). 
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The formula is: 



SP 



SP 



Cost 



Cost as % of SP 
$10.00 



.80 



' SP « $12.50 

So. our selling price is $12.50.. cost $10.00, and markup 
$2.50 or 20 percent of the selling price. 

Markdown (discount) is a reduction of selling price 
below the original sale price. Assume the item is mark- 
ed down to $11.25. The markdow.n is $i;25 or a 10 per- 
cent markdown ($1.25 markdown divided by $12.50 
original selling price). 

30. How would you go aboiit ettabllshing price 
guidelines for a business renting items to customers? 

Pricing is based normally on a combinatiom^drcqist and 
nfiarket competition. Trade associations aN/a prllne. 



ROI is used to measure the effectiveness of management 
in attaining the owners* desired return on their invest- 
ment. Generally, the larger the ROI, the more attractive 
a company is to potental investors. 

Return on total assets is the net profit divided by total 
assets. This measures the net profitability of the use of 
all resources of the business. It is another tool for 
measuring management effectiveness in the use of all 
resources borrowed and equity. 

33. Does a bank require absolute top credit references 
from loan applicants? 

The better the credit references the greater the possibili- 
ty of loan approval. 

34. If I estimate my start-up cost at $50|000 and can't 
put up anywhere near the $25,000 that Tve been told 
is what I should have for my share, am I wasting my 
time even Riling out a loan application? 



_ — . r ir"7-- In all probability you would be, although there are some 

source of such information. Check your library Jo*- thtf> a exceptions. For example, it might be possible to get a 
Encyclopedia of Associations with which vou'll IhR^fiHLVinnn unrior t/m.r r.<..r.i.»«.fa»^^. :r . 



Encyclopedia of Associations with which 
to find the association dealing with your business 



Finances 



you'll 1)e^j|%Viqan u; 
isiness. ^^fj^hi^x}^ 



11. What is the average expected net proflt for small 
btisiness? 

\verage net profits vary with the type of 
business— retail, wholesale, service, manufacturing, con- 
struction. They also vary for the type of business struc- 
ure— proprietorship or corporation. Dun & Bradstreet 
irtd Robert Morris Associates publish ratios which give 
rpu these figures, as well as lots of very useful cost in- 
formation. 

12. Would you explain the meaning of **rate of return 
m investment"? How is it different from net proflt? Is 
t different from return on assets employed? 

4et profit (before taxes) is basically total sales for a 
peciRc period less cost of goods and operating ex- 
penses during that period. (For a retail business, cost of 
joods wouId.be your cost pf merchandise sold.) Net pro- 
Ipis a function of bot^ rate of return on investment 
ROt) and return oh total assets, ROI is net profit divid 
d;by capital invested by the owners of the company. 



under your circumstances if you were buying a 
-^-^ss that's already operating well enough to provide 
^m^^f^ to cover its obligations and the loan. 
FilltJ^^mprerJf the applicant is the present manager 
who nas^^madenhis business go, the chances of getting 
such a loan ii're. much better. 



Help! 

35. Getting money is difflcult; keeping it may be even 
more difficult. Where can I get assistance in manag* 
ing my business? 

Your accountant and bank can provide financial 
counseling which can be very helpful in starting amd 
managing your business. They can also give you in- 
valuable information on the local area and your market 
that can be critical in making decisions in your 
business. 

The U.S. Small Business Administration has many 
management assistance programs. It provides counsel- 
ing in the areas just mentioned. Most importantly, SBA 
can provide the kind of long term management 
assistance you need to make your business a success. 



Wy^' ~ ' ••'■" ■ •••■^ '-"^''-^ — - r \ . 
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Identify Kinds of Home-Based Businesses 

Some of the more eoninon products sold in or fran a home include t 



Oafts 
Detergents 
Firewood 
Fresh Fruit 

and Vegetables 
Housewares 
Insurance 



Jewelry 
Make-up 
Beal Estate 
Ibys 

Vacuun Qeaners 



Some of the more comnoon products made in homes include: 



Artwork 
Baked Ooods 
Clothing s 
Qrafts ■ ' 



Pttttery 

Publications 

Woodwork 



Some of the more c&don in^hane service businesses include: 



Accounting, Financial,. 

Legal Qsnsulting 
Architectural 
Art Work — 

Gomnaercial, &if>hics 
Beautician 
Catering, Bakii^; 
Qilnney Cleaning 
C3iiropractors 
Contracting — Cbneral 

or Speciality 
Day Care 
Engineering 
Interior Decorating 
Janitorial 
Landscaping, 

Gardoiing 
Lock^ith 
Musiu, Art, 

Dance Lessons 



Painting 

.Photography 
^7 jBepair Work ~ 
^ ..%tOfc,Bquipment, 
/"HKiieV Vehicles 
Surye^inl, ' 
Tailoriiiie^V 

Dressmaking 
%lephone 

Answering 
Tutoring 
Typing 
Washing and 

Ironing 
Welding 
Wood Working 



From gyrating a jfama Riiain^ac {„ 
Hhshington Stfltft, Washington State Off ice 
of Sknall Business^ 101 General 
Adninistration Building, Olynpia, ViA 98504 
May, 1985. 
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Handcrafts 



U.S. Small Business Administration 
Number 1 



This Small Buainest Bibliography No. 1, Hondcra/ltSp it 
a nafor, new laviiion of the July 1977 adlUon. Ita pai^ 
pota ia to pvaaant to Ihoaa Inttiwtad in crafts, both aa 
an art and aa a bualnaaa* tha bast enmnUy available 
information on the aobjaot in one brief publication. 
Listed are hooka specifically related to the bnsiness 
aspects of handcrafting, how-to books dealing with its 
crsative elements, periodicals covering current trends 
in handcraft deaign and marketing, and a roster of the 
publishers of these bfioks. It should be noted that 
many of these jpublishers offer free catalogs of their 
own handcraft iNibliGations. 

This Bibliogrophy is not esihaustive, sd not all woi^ 
thwhile publications are included. No slight is intend- 
ed toward isutlmrs sind pubU materials not 
listed. However, a thbirouj^ sui^ literature 
waa conducted by the isiuthor in developing this 
Bibliography. PubUshm u^ to the 
SBA any nlevant infi^ P^il^^* inclusion 
when this filblidi^^ 

availabiliti^^Atid^ to 
change irithi^l 
ordeitog a ixioli; yiM ^ 

check with tha rsfemce libi^ your library for 
current ordering infdnnation. 

The author, Barbara Brabec, is Publisher, Book Divi- 
sion, Barrington Press, Barrington, Illinois. 



Millions of Americans now have a serious leisuretime 
interest in handcraft8» a^d in recent ybars a surprising 
number of men/ wom^/and even children, have turned 
their craft hobbies intd^ lucrative part or full-time 
businesses. However; while many hobbyists are produc- 
ing beautiful and useful objects that have value in 
today's maricetpLsce^ it t how 
to go from hobbyist to p^ prbfessioniEd, as em- 
phasized in my bc>ok Crw Csih. So if you have 
thought of trying to msice inoney from you 
will be glad to faiow tbAt ybu wiU^^n^^ havis tb leaim 
everything the h^jrd Way. There are several excellent 
craft business mebwk and directories available (see 
Handcraft Business, p. 3), as wisll as management 
oriented magsfzines (seis if^eriodicals, p. 10) that .will 
keep you informed and up-tondate in to(day*s ever chang- 
ing crafts marketplace. 



The Art ofHaiidcraft 

What doM it tal» to^i^ a business? To 
begin with/ you m a 
thorov^ k^ aljU 



and knowledge partially can be gained through the hov 
to books listed in this Bibliography. Here you will find 
more than 300 of the finest books currently available 
from leading publishers. Some are newly written works 
others are revised editions of the classics. All are sure t 
stimulate your craft buds if you are seeking new infor- 
mation and Ideas about the art of handcraft. 



The Business of Handcraft 

To succeed as a craft seller you will need more than jw 
a quality product or line of products. What you sell 
must be properly priced. You are also a small business 
owner, and as such, you must understand production 
and marketing techniques* as well as have a little com- 
mon sense and a lot of imagination, enthusiasm, 
disciplinSp determination, organizatio md patience. T 
all this you must add one more important ingre- 
dient—enough money to get started, enough to pay for f 
beginning inventory of supplies and materials, plus 
business essentials including calling cards, stationery, 
brochures, price lists, publicity photos, and craft fair 
displays. 

As most beginning craft sellers soon discover, there is a 
big difference between making things and selling them. 
Unfortunately, amateurs often produce what they want 
to make* rather than what prospective buyers wish to 
purchase. Leaniing what briyers are interested in is call 
ed market research and this will be an ongoing job once 
you begin to sell. That is why it is so helpful to read 
craft marketing journals and other business publicatiom 
that will keep you aware of current trends in consumer 
demand. 

Obviously* there is a lot more to crafts marketing these 
days than merely setting up a card table at a local street 
fair. Competition from professional craftsmen is 
substantiRl, yet there always seenis to be room for one 
more prof easional— *and your goal as a beginning crafts 
seller is aiiways to be professional. 

Anyone with well designed, carefull) cr; ftid products 
can find a market for them somewh8«*o. tv m in these 
days of tight money. But it may take tii^ > to find your 
particular niclie in the marketpkne. sLno o nd that 
niche» you wiU have to devdop a ci 'air ' gvee of 
busineiss e3q)ertisa So although th.'r. trt i4oomy 
economic^prisdictions for some industries at this time, 
craft authorities agree that the future of the handcraft 
industry looks promising. As public appreciation for 
fine cr^ continues to grow, there Will be an increas- 
ing number of buyers of high quality craft merchandise. 
And as niohey for high*priced» commercially made 
items becomes more scarce, buyers will be looking for . ; 
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more affordable handcrafted merchandise to satisfy 
their demand for luxury, individually, and prestige. 



The Bibliography 

Small Business Administration 

Washington, D.C. 20416 

SBA issuei a wide rans* of management and technical publication! 
designed to help 0Mme^manage'8 and proipective ownen of small 
business. (For general information about SBA, its policies and 
assistance programs, asic for Your Buslneee and the SBA, free on request 
from the nearest SBA.office.) 

Listings of currently available publications (f^ and fo^sale) may be 
requested from 8BA, P.O. Box 1S4S4, Ft Worth, Tx 7S11S. or any of 
SBA*s field offices. Ask for: SBA USA -r Free Management Assislonce 
Pubiications and SBA MSB— Fo^Soie BookleU, The lists are free and 
may be used for ordering the particular aeries listed, either the frde 
series from 8BA, or the fo^sale series fh>m the Superintendent of 
Documents (GPO). 

Sniall Buelnese Blbliograpliy (S to 12«page pamphlets). Bach title in 
this series deals with a specific kind of business or business function, 
giving reference sources. It consists of an introduction that gives a 
description of the operation and a listing of references applicable to 
the subfect covered. Free. Listed on USA. Examples include: 

Home Businesses (8BB t) 

Selling by Mail Older (SIB 3) 

Nationol DirectoriiM /or LTso in Marketing (SBB IS) ' 

Recordkeeping Systems (SBB IS) 

Management Aide (4 to 12-page pamphlets). Nearly 100 titles discuss- 
ing many different aspects of small business management. Free. Listed 
on 115A. 



Publishers' addresses are listed in the last section of this Bibliography. 



The Handcraft Business 

Career Opportunities in Craftz, Sommer. Elyse. 1977.S5.95 paper. 
(Crown) 

Cotoiog Sources /or Creotive Peopfo. Boyd. Margaret lOSO. S6.95 
paper. (Barrington Press) 

Contemporary Cra/ts Market Place. 1977. S15.95 paper. (American 
Crafts Council) 

The CroftB Business Encydbpedio. Scott. Michael. 1977. SlO.OO cloth; 
|3.9S paper. (Harcourt Brace lovanovich) 

2961 Croftworker's Market. Edited by Lapln. Lynn. 1080. $12.95 cloth. 
(Writer's Digest) 

Creative Cbsh-^How to. Sell Your Cra/ls. Nsmfieivork. Designs 8r Know- 
How. Brabec Barbara. 1079. $9.95 paper (Barrington Pkess) 

The If ondcra/ls Business. ISSS. $2.00 paper. (Bank of America) 

How to Start and iftun q PtofitMB Croft Business. Ossin, Archie and 
Myrna. 1977. (OssI Publlcsitin4 

How to Store Your Own Croft Business. Gonfan and TaeHch. 1974. 
$7.05 cteth. (Watsoi^up^ 



Selling Your Cra/ls. Nelson. Norbert N. 1907. $4.95 paper. (Van 
Nostrand Reinhold) 

Smoll Business Management. Hailes. WiUiam and Hubbard. Raymond 
T. 1977. $9.95 cloth. (Van Nostrand Reinhold) 

Teaching Needlecrail. Cornelius. Rosemary; Doffek. Peg and Hardy. 
Sue. 1979. $13.95 cloth. (Van Nostrand Reinhold) . 



Basketry 

Basketry o/the Appalochion Mountains. Stephenson. Sue H. 1977. 
$9.95 paper (Watson-Guptlll) 

Basketry Today. Meilach. Dona Z. 1979. $7.95 paper. (Crown) 

Baskets Br Beyond. CoutU. 1977; $14.50 cloth. (Watson-Guptill) 

Baskets os Textile Art. Rossbach. Edward. 1973. $14.0;^ cloth: $9.95 
paper. (Van Nostrand Reinhold) 

Contemporary Basketry. Robinson. Sharon. 1978. $14.95 cloth. (Davis) 

Notiml Basketry. Hart 1976. $9.95 paper. (Watson-Guptill) 

The Techniques o/ Basketry. Harvey. Virginia. 1974. $6.95 paper. (Van 
Nostrand Reinhold) 

WiUow Spokes and Wlckerwork. Stephens. Cleo M. 1975. $9.95 cloth. 
(SUckpole) 



Batik 



The ABCs ofBotik, Hersk. Bernadette. $6.95 paper. (Chilton) 

Botik: Moterioi. Techniques. Design. Nea. Sara. 1971. $4.95 paper (Van 
Nostrand Reinhold) 

Batik: New Look at on Ancient Art. Shaw. Jennifer and Robin. $3.95 
paper (Doubleday) 

Botik UnhmitBd, Gibbs. 1974. $13.95 cloth. (Watson-Guptill) 

Contemporary Botik ond Tie-Oye. Meilach. Dona Z. 1973. $6.95 paper. 
(Crown) 

Designing in Botik ond Tie-Dye. Belfer. Nancy 1972. $11.95 cloth. 
(Davis) 

The Dyer's Art; Ikot. Plongi. ond Botik, Larson. Solyom. Bronwen and 
Garrett. 1976. $37.50 cloth. (Van Nostrand Reinhold) 

Introducing Botik, Samuel. 1968. $8.95 cloth. (Watson-Guptill) 



Ceramics 

The Art of Painting On Porceloin. Miserez-Schira. Georges. $19.95 
clqth. (Chilton) 

Ceramic Formulas: The Cb.-nplete Compendium. Conrad. John W. 1973. 
$10.95 cloth. (Macmillan) 

Ceramic Formulas: Book Two. Conrad. John W. 1980. $12.95 doth. 
(MacmiUan) 

Ceramics by C6il and Slob. Priolo. Joan and Anthony. $4.95 paper. 
(Sterling) 

Ckiy: Hond Building. Saptro. Maurice. 1979. $9.95 doth. (Davis) 



•Man 



Nfiy. MilM. itn. HI Jt flMk (Vm NoMnad kataboMl 



, KMky. ini. IIMI «Mk I1S.M 



MdC0«qr. I 

»tMMH^*tm« AHM. WMw. liMM. irt. Iiajl eMi 



tapM RipMB vr CMm. IMO. M pipw. (D0Mt) 



M iMMriMloii M Golor. Pom. 
I. Md HiM. lay Md ML IIS.M 



IMmm. GMtp. It7». 11748 cMk (Wi 



Im4MMIv IbMl IMpK MbbM. U. IMO. luo p^. (Om«| 



Tto Mli M IkiM. tpMln. Nlw H. irt. II.N. (Vm NoMmd 



•kflfMWMMK J 



lOMph. lM0.ttM6 
KniM.Darit.lNa 



MlAUtPM. 



RMhbws. HdML lM0.tt4M 



ldMindCMh.lt7t.IU8 



loyMT. NiM Chm. iiats 



OBib. MeCftekM, losnn. tNO, 114 Jl doth; IMS ptpor. 



TteMtoim Un ^ Plkk. NuUm tad ItokiM Vahrto. 1970. 
MJOpopor.lHoivtimM) 



Cofdifig, SpifliUfii ond Q^folni. Hepoo* BliMbtth and Bdhorg, Rigntf . 
1978. 14.99 poptr. (Vtn NoMrtnd Rolnhold) 

Pyoi Firoin Noturd Soumi . Dyor, Anno. 1978. 97.29 popor. (C. Broa* 
ferd) 

p9p9t. fsiSm'^^ fckUckor. Roboffi 1990. 114.99 cloClu 99.98 Hondiplmiini. Uodboator, BUit. 1978. 918.28 doth. (C. Branford) 

u - « . , Comblni ond Splnnini. Tool, Pttor. 99.98 cloth. (StorUngl 

PomV Mb' H0UM8. Groooo, Vlviio. 1979. 982.90 doth. (G. Branford) 

■L^uki. . c * ^ ^ . _ VffaeoWt Pytlng. Uadi. 1970. 911.98 cloth. (Starting) 

nmJd^ O0ib* Houaai. lohoaoQ, Audio^^ « w 

Brasford) 

Bmbfoidary aad SUtchery 

Amarioon Craivdiifork. Laadon, Mary Taylor and Swan, SumH B. 
1979. 98.99 papar. (MacmUlan) 

An Anchor Monud of Naadlawork. 1978. 919.78 cloth. (G. Branford) 

Am Incydoptdlo 0/ Bmbioidafy SCilchaa. Butlar, Anna. 1990. 122.98 
doth«(Arco) 

Art o/Bmbioidaiy. Goatalow. Mary. 1079. 938.00. (Dutton) 

Crawd Bmbioidify. FraacinL Audray. 1979. 919.98 doth. (Van 
Noatraad Raiahdd) 



Hoar 10 Mofca Ooi(i* Houaaa. fohaaoa, Audfoy. 1977. 94.78 papar (G. 
iiaalDrd) 

Mate and fymteh Yoar Oarn Mintoam Jtoonif . 9Brlaa, Mariana 
Maava. 1979. 99.99 pop9r. CHawtboraa) 

Maka Your Own OdOioyaaa and OMIhouaa MJalotum . CBrian, 
Mariaaa Maava. 1977. 99^9 pap9r. (Hawtboraal 

Maka Yoar Own Odb* Houaa. Cola, Chriatophar. 1979. 99 J8 doth. 
(Vaa Noatraad RatahoM) ^ 

MMatura Naadbpoint aad Sawlag Aofada far OaUiouaaa* Falk 
Kathrya. 1977. 919.99 doth; 97.99 papar. (Hawthoraa) 



Mlalataiaa ^D dl h O Ma aa Jlap wdudn g Amdtiifo hi MMatura. PIpa. Ann Bnibibidaiy. Harding. Mary. 1978. 912.08 cloth: 98.98 papar. (Van 

I — mitt 4 MAM Jka — — » . » ^ ^ ^ — - m.« M. I ■« ■ . t ■ • 



Klaibdl. 1979. 99 JS papar. (Coatamporary) 

MInlalura Room SatHngi. Ruthbarg. Hdaa. 912 JO cloth; 97.98 papar. 
(OUkaa) 

Naadbpeint In MIniotura. Kurtaa, Naacy. 1979. 917.80 doth. 
(Scrfbaar*!) 

AaadylM/aa Vbtorkm DdDiouia Wdtpopar. Haadlar, Munda. 1990. 
98.00 papar (Dovar) 



> Whan** OoO Hooaa. (alllaon. PhyUa. 1979. 99.98 papar. 
(Vaa Noatraad RdahoM) 



DoUaaadToya 

Tha Aft pf Moking Wbodan Toya. Stavaaaoa. Patar. 99.98 papar. 

(Chlhoa) 

Tha Art Making Cloth Toya. Roth, Chariaaa D. 912.80 doCh; 97M 
.(CUkoB) 



Tha HoM^To Book a/ fnlamotiond Odb. Hdi. Loratta. 1979. 912M 
papar. (Crown) 

Magie 0/ A«patry. Janktaa, Paggy Davlaon. 1990t 912.98 doth; 98.98 
(Piaotica-KaH) 



Mafciag OKgftnd Odb Coaipoddon. Bbqtia end FofodoiB. Roth, 
Chariaaai 1990. tl8J9 papar. (Crown) 

IVya Toa Caa BdU. Maginlqr» CJ. 1077. 99.98 papar. (Hawthoraa) 

IVabia aad l^iya and naaaa and . . . : Oialom Baildtng Wo^^ 
Maaiahy. C). 1999. 97 J9 papar. (Hawduma) 



IM««iidSpiaidag 

Alt a^ IMbIom ^Haadipimitag* PaaaiB* ABaa A. 1970. 919.99 dodt 
(Van Noatraad RaiahahO 



Noatraad Ralnhdd) 

Bmbroidaiy /br tha Church. Baaaa, Pat 1974. 918.80 doth. (G. Bran* 
Ibrd) 

Fooaa ond Fl^urN In BmbraJdaiy. Harding, Vdaria. 1979. 918.08 doth. 
(G. Branfiard) 

Moiy Goildow'a BmbrakJaiy Book. Goatalow, Mary. 1070. 918.98. 
(Dutton) 

Ona StMi Stitchaiy. Appall, Madalina. 94.98 cloth. (Starling) 

Scrop Sovar*! Stftchaiy Bode Fooaa, Sandy. 99.98 doth. (Doubbday) 

Seribnar Book o/Bmbiokiaiy Daaigni. Bakar. MurlaL 1079. 922.80 
doth. (Bcribaar^^ 

Smocking: Tadmiqua. ProiacU ond Oeaigni. Durand, Diana. 1979. 
92.00 papar. (Obvar) 

Tha Stildiaa ^Ciaativa Embfoldaiy. Enthovan, Jacqualina. 1094. 99.98 
doth; 97.98 papar. (Van Noatrand Rainhold) 

Rrto IVibon'a Bmbffddary Bode WUaon, Erica. 1073. 912.98 papar. 
(Scrihnar'a) 



Funltwa Maldng mod RaflniaUiig 

Buikling Early Amarioon Pbmitura. Danlda, Joaaph. 918.98 doth. 
(Stackpda) 

Cohnkd Fumitun Making for Evoiybody. Shaa, John G. 1004. 918.98 
cloth: 99.99 papar. (Van Noatrand RdiAold) 

Qaoling Modam PkimJtuia. Mallach, Dona Z. 1078. 99.98 papar. 
(Crowa) 

Eaqfdo p ad i o of Fumitura Mddng. loyca, Emaat 914.98 dotti. (Starl- 
ind 

Atrniluia Oaatgnad br Aiddlacta. 1990. 928ilO doth. (WataofrGuptUQ 
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AimiHiri Mokt r't Handbook, ramlly Haodymtn Maaulna Bditon. 
1977. 117.95 doth. (Scritatr't) ^ iviM-ui-Baiion. 

Aimllurt R^lahJfii ol Homo. Rov. od. |oyMr, Nini Ghnn. 96.05 
f.(ChUton) 



CuMt to Fumltm R^iihing ond AntiQiiin|! Editors of McGraw*HiU. 
1990. 93.95 papt r. (McGraw*HiU) 

How to Moke Colonial nirnlturo. GottihoU. Franklin H. 1960. 912.95 
cloth. (Macmillan) 

fnitont Pbrnlturt. SUmbarg, PMar S. 1976. 912.95 cloth. (Van 
Noitrand Rainhold) 

MiMlon Fumitura: Hoiv to Moke It. PD^iuiar Mochanlca Ca 1960. 
95.00 paper. (Dover) 

Pro/eiifonol Furniture Re/lniihlng for the Amateur. Savaoa. leMie D. 
1960. 93.95 paper. (Arco) - 

Ratton Furniture: A Home Cra/Umon'f Guide. Ahh. Max. 1975. 912.95 
cloth. (Hawthorne) 

Reproducing Antique Fkimiture. Gottihall. Franklin. 1971. 914.95 cloth. 
(Crown) 

Woodivorking Bt Furniture Moking. Drotnlng. jayne and Mawtto. 
Rosemaric. 1070. 96.95 paper. (Contemporary) 

Stoining » Finishing l/n/Inif hed F^rnituro ond Other Mbked Woods. 
GroU. George. 92.95 paper. (Dpubleday) 

Jewelry and Enameling 

Beginning Jeweliy. Warwick. )ames. 1979. 97.95 paper. (Scribner's) 

Cost Fewter /eweliy. Kein. )ay. 1975. 910.95 cloth. (Davi^ 

Ctoisonne-The Art o/Cbisonne Rnomeling and Jewelry Making. Uban. 
Felicia and Mitchell. Louise. 1960. 919.99 cloth. (Chilton) 

Cro/ting Turquoise Jeweliy. Pdwer. Bob and Barash. Mare. 1076. 
912.95 paper. (Stackpole) 

Creating SUver Jewelry With Beods. Seits, Marianne. 94.95 doth. (Sterl- 
ing) 

Crootive Gold and SUversmithing. Choata. Sharr. 1970. 99.95 paper. 
(Crown) 

Creotive Jewelry Moking; Techniques for Cra^men. Henurd. Larry. 
93.05 paper. Poubleday) 

Designing Jeweiiy. Warwick. )ames. 1990. 99.95 paper. (Scribner's) 

Jewelry os on Aft Form. Brynner. Irana. 1979. 912.95 cloth. (Van 
Nostrand Reinhold) 

Jewelry^Bosic Techniques and Design. Sprintien. Alice. 1960. 915.95 
doth: 99.95 paper. (Chilton) 

Jewehy Moking by the Lost Wox Anocess. Rev. ed. Pick, Grata. 1075. 
96.95 doth: 94.05 paper. (Van Nostrand Relnhdd) 

Metd|eweiry Technk|ues. Dawson. 1976. 918.95 cloth. (Watson* 

MetoJworking /br Jeweiiy. McCraight. Tim. 1979. 915.95 cloth. (Van 
Nostrand Relnhdd) 

Pointing With Cdd Ehomel. Fromonteau, Albert 1. 93.95 doth. (Sterl- 
tag) 



nie Techniques o/£nomeling. Rev. ed. Clarka. Geoffrey: Feher. Fran- 
cis and Ida. 1977. 99.95 ototb. (Van Nostrand Reinhold) 



GlU9 

Art and Stoined Gloss: Assembly ond Design. Lips. Claude. 93.05 
paper. (Doubleday) 

Artlstiy In Stoined Qau. Wood. Paul. 99.05 cloth. (Sterling) 

Creotive Stolned Gkiss. Rothenberg. Polly. 1073. 93.95 paper. (Crown) : 

Design fbf Stoined C\a$9. Franch. Jennie. 1979. 917.95 cloth. (Van 
Nostrand Reinhdd) 

BosywTo-Moka Stoined Gkiss Lompshodes With AiU-Siie Templates. Si*V 
bott,Bd. 1990. 93.95 paper. (Dover) ^ 

Glossbtowing. Kulasiewiei. 1974. 916.95 cloth. (Watson<2uptill) 

Glou Crojt Designing, Forming. DeooraUng. Kinney. Key. 96.95 paper.: 

(Cilllton) 

Glos^fMrming; Gkwsmoking fbt the Cra/ksmon. Schuler. Frederic and 
LUli. 912.50 doth. (Chihon) ! 

Glossworks. Franch, Jonnie. 1074. 910.05 doth: 97.05 paper. (Van 
Nostrand Reinhold) 

How to Work in Stoined Glau. Isenberg. Anita and Seymour. 9i3.95 
doth: 96.95 paper. (ChUton) 

Leoded Gloss. Alutalr. 1976. 916.50 doth. (Watson-GuptiU) 

Stoined Gkiss; Advonoed Techniques & Pro/ects. Isenberg. Anita and 
Soyroour. 915.00 doth; 99.95 paper. (Chihon) 

Stained Gkiss Crajling. Wood. Paul. 97.05 cloth. (Sterling) 

Stained Clau Lamps; Construction and Design. Isenberg. Anita and 
Seymour. 914.50 cloth: 99.95 paper. (Chilton) 

Stained Gloss Pdinting. Isenberg. Anita and Seymour: and Millard. 
Richard. 914.95 doth: 96.95 paper. (Chihon) 

Starting With Stoined Gloss. Wood. Paul. 94.95 cloth. (Sterling) 



Gra|ilii€ Arts . 

Hie Cbmplete Book o/CdUgraphy. Butterworth. Bmma Mocalik. 1960. 
912.95 cloth* (Harper and Row) 

Graphic AH$ Fkinddmentds. Wdkar. John. 1060. 912.40 doth. 
(Goodheart) 

Graphic Design Monud. Hoftnann. Armin. 1076. 96.95 paper. (Van 
Noetrand Reinhold) 

Graphic fdeo Notebook. White. 1960. 914.50 doth. (Watson^uptlll; 

Learning Cdtigraphy; A Book of Lettering. Design and Hitiory. 
Shepherd. Margaret. 1970. 97.95 paper. (Macmillan) 

Lettering. Cataldo. John. 1974. 910.95 cbth. (Davis) 

Monud of Graphic Techniques. Porter. Tom and Greenstreet. Robert 
1990. 99.95 paper. (Scribnar'sj 

Pen Calligraphy. Cataldo, John. 1979. 914.95 doth. (Davis) 
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Photo Art ProoMtM. Ko•U•^How•U, Nancy. 1980. 114.08 doth. 
(Davit) 

Fhoto^MM Uthography. Pnitt, Zokt. 1077. 88.08 doth. (Goodhovt) 

Studio Tipi for Artif to 8r Graphic Oeiig nen. Gray. Bill. 1078. 88.05 
paper. (Van Noitrand Roinhold) 



Thf Alto/ Working With Laother. Bdwardi. Stavtfn M. 88.05 paper. 
(Chlhon) 

Laothar aa Art ond Cra/t. Nawman. ThaUna. 1073. 87.08 paper. 
(Grown) 

Lotigo Laothar. Genfan and Taatuh. 1078. 87.05 paper. (Watton* 

Guptill) 

Laotharcra/t. Zimmerman. Fred. 1078. 84.40 doth. (GoodhearQ 
Laotharworfc. Haod. HamUton, Ian. 811.05 doth. (Sterling) 



Macrame 

Do Your Own Thing With Mocrama. LaBarge. 1073. 813.05 doth. 
(Wataon^uptUl) 

For Beyond the Fringe. Andes. Eugene. 1073. 88.05 paper. (Van 
Nottrand Reinhold) 

Fiber CxpreMioni: Knotting and Looping. Rainey. Sarita. 1070. 814.05 
doth. (Davis) 

i^ocrame: The Art o/Creotive Knotting. Harvey. Virginia. 1087. 810.05 
doth: 88.05 paper. (Van Nostrand Reinhold) 

Mocrame-The Craft o/Knotting. Short, )acqudine. 85;05 doth. (Starl- 
ing) 

l^ocrame: CreoUve Oes<gn in Knotting. Mellach, Doba Z. 1071. 84.05 
paper. (Crown) 

Mocrame fCreotive Knotting). Pesch, ImeUa Manalo. 84.05 cloth. 
(Sterling > 

Mocrame Gnomes and Puppets. Meilach, Dona Z. 1080. 87.05 paper. 
(Crown) 

^KfognJ^cent Mocrame. Solvit. Marie-feanlne. 818.05 doth. (Sterii^) 

Fracticd Mocrame. Andei. Eugene. 1071. 85.05 paper. (Van Noetrand 
^Reinhold) 



MitCBlluiwas HftiidGrafto 

Art Fram Many Hands. Schuman, )o Miles; 1081. 822.05 doth. 
(Prentice-Hall) 

:Art <^C6Uage. Brommsr, Gerald. 1078. 814.05 doth. (Davis) 

Baoiit(/ul Crajfts Bcwli: Editors of Stoi)ing.'8lf 05 diith; (Starling) 

iJCUb BOamat* 88.05 
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Collecting Americon Cra/I Antiques. Ketchum, William C, )r. 1080. 
812.05 cbth: 87.05 paper. (Dutton) 

Cra/ts. Ilhistrated Dsslgns ond Techniques. Kicklighter, Clois, and 
Baird. Rondd. 1080. 815.00 cloth. (Goodheart) 

Credting on Interior. Levenaon, Helene. 1080. 822.05 cloth. 812.05 
paper. (Prantic^Hall) 

Craative Cra^s. lafTs, Angda, 820.05 cloth. (Steriing) 

Dough Creations: Food to Folk Art. Gardner. Pat and Gleason, Kay. 
812.50 cloth: 88.05 paper. (Chilton) 

Ba^To-Moke Cdndles. Buy, Gary Y. 1080. 82.00 paper. (Dover) 

Fabric Cdlloge. Ballarian, Anna. 1078. 810.05 cloth. (Davis) 

Giant Book o/Cra/ts. Editors of Sterling. 820.00 cloth. (Sterling) 

How to Qothbind a Paperback Book. Kafka, Francis ). 1080. 81.50 
paper. (Dover) 

Kni/ecro/l. Utham. Sid. 1078. 818.05 doth. (Stackpolo) 

Modem Wekling. Althouse, Andrew; Tumquist, Carl and Bowditch, 
William. 1080. 814.84 doth. (Goodheart) 

Outdoor Gear You Con Moke Yourself. Lamoraaux, Bob and Mareia. 
84.05 paper. (Stackpole) 

Plostics. Cope, Dwight 1078. 84.40 cloth. (Goodheart) 

Plostics as on Art Form. Rev. ed. Newman. Thelma R. 88.05 paper. 

(Chihon) 

Reupholstoring ot Home. Nesovitch. Peter. 1070. 87.05 paper. (Crown) 

Scrimshow. Unsley, Leslie. 1078. 88.05 paper. (Hawthorne) 

String Art* Step-By^p. Sharpton, Robert E. 812.50 cloth; 88.05 
paper. (Chihon) 

Win Art Hann, Scott and Smith. Davis. 80.05 paper. (Chilton) 
Natara Crafts 

Beoutl/ul Natura Cratft Book. Editara of Sterling. 815.05 cbth. (Sterling) 

Cra/Ung With Notura*s Motoriois. Alkemo, Chester Joy. $4.05 doth. 
(Stoiiing) 

Designing With Notural Materials. Miles. Bebe. 1075. 810.05 cloth. 
(Van Nostrand Reinhdd) 

Design In Nolura. Vamey, Vivian. 1070. 812.05 cloth. (Davis) 
Flower Pressing. Bausen, Peter and Susanna. 84.05 doth. (Sterling) 
Nature Cra/ls. Bpple, Anne Orth. 84.05 paper. (Chilton) 
ShaOcra/t Stephens. Cleo M. $8.05 paper. (Chilton) 
Wiidcro/ks. Unsley, LesUe. $0.05 doth. (Doubleday) 

NMdlMnlte 

ITw Basle Book o/Mochine Knitting. Holboume. David 1070. $12.05 
doth. (Van Noatrend Reinhold) 
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Bobbin LaotmoUiii for Btfiimffiv* Dawton* Amy. 18.98 doth. (Sttrl* 
im) 

Book o/KnJtUni 0* CndmL Schachtimiayr. Bd 1073. 111.28 cloth. (C. 
Brmfbrd) 

, CraolJiii Prom Romnontt. Boitler. Bthol Jane. |4.0B doth. (Storting) 

Crtotlvt Crodiol. Bdton and Stimmol. 1973.'$li3.98 cloth. (Watson- 
GuptUl) 

Croatlvo Machine Knitting. Mondelson. Unda and DIttrickt Mark. 
1979. $17.80 cloth. (Hawthorne) 

Crocheting A/gons. Weiie, Rita. 1979. $1.80 paper. (Dover) 

Mign Crochet. Dittrick, Mark. 1972. $14.98 doth. (Hawthorne) 

Oeiigning in Stitching ond Applique. Belfer. Nancy. 1072. $12.98 doth. 
(Davis) 

Bxotic Needlework. Meilacb. Dona Z. and Menagh. Dee. 1978. $9.98 
paper. (Crown) 

Hard Crochet. Dittrick, Mark; 1978. $12.98 cloth. (Hawthorne) 

Knit ond Crochet Your Own Designs. Parkinson. Francesca. 1979. 
$14.98 doth. (Arco) 

The Needlecraik Manud. Lopo. Ava. $7.98 paper. (Sterling) 

One Piece Knits That Pit. Hubert. Margaret 1979. $18.98 doth. (Van 
Nostrand Reinhold) 

Pineapple Crochet Designs. Weiss, RiU. 1980. $1.78 paper. (Dover) 

Treasure o/ Knitting Patterns. Walker. Barbara. 1966. $10.00 cloth. 
(Scibner's) 

Weekend Knitting Projects. Hubert. Margaret and Gusick^ Dorothy 
Dean. 1979. $14.98 cloth. (Van Nostrand Reinhdd) 



Needlepoint 

Coralyn Ambuter's Complete Book o/Needlefwint. Ambuter. Carolyn. 
1972. $6.98 paper. (Harper and Row) 

BoigeUo. WiUiams. Elsa S. 1974. $6.66 doth; $8.98 paper. (Van 
Nostrand Reinhdd) 

Post and Bdsy Needl^inl. Hodgson. Mary Ann and Paine. Josephine 
Ruth. $8.98 paper. (Doiibleday) 

Handbook o/ Needlepoint Stitches. Wdtser. Mary. 1971. $4.98 paper. 
(Van Nostrand Rdnhold) 

Leik*Handed JVeedlqpoint. Hurlburt, Regina. 1972. $4.98 paper. (Van 
Nostrand Reinhold) 

NsedlepDint. Rev. od! Henley. Hope^ 1978. $17,98 doth. (Scribner's) 

The Needlepoint Book. Christensen. )o IppoUto. 1976. $16.98 doth; 
$6.98 paper. (PrenticflhHaU) 

Nsedlepoint for Eveiyone. ncken. Mary Brooks and White. Doris. 
1970. $13.98 doth. (Harper and Row) 

Nsedl^nt Mode £osy. Picken. Mary Brooks and White. Doris. 1988. 
$1.98 papm. (Hvptt a^ 

NMefwint SbnpBjtt^^^ (Sterling) 
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Needlepoint* The Hiird Dimension. Christensen, )o Ippolito. 1979. 
$16.98 doth; $6.98 paper. (Prentice-HaU) 

A New Look ot Needlepoint. Rome. Carol. 1972. $6.98 paper. (Crois^n) 

Stor of David Needlepoint Book. Borssuck. B. 1976. $10.98 paper. (A^ 

co) 

Teach Voursd/ N9edl9poinU Christensen. lo Ippolito. 1976. $16.98 
cloth: $9.98 paper. (Prontice-Hall) 

Tribd Designs fbt NetdlBpolnU Rogers. Gay Ann. $8.98 paper. (Double* 
dey) 

Favorite PMs in Chorted Designs. Johansson. Barbara. I960. $1.78 
paper. (Doi'er) 



Printing end Silk ScrMning 

The Art of PHnt Making. Rhein. Erich. 1976. $13.98 doth. (Van 
Nostrand Reinhold) 

Block Anting on Textiles. Erickson. 1979. $19.98 paper. (Watson* 
Guptiiq 

CoUograph Printmoking. Stoltenbeig. Dondd. 1978. $11.98 doth. 
(Davis) 

The Cdmplete New Techniques in Printmoking. Ross. John and 
Romano. Clare. 1974. $7.98 paper. (MacmiUan) 

The Cdmplete Printmoker. Ross. John and Romano. Clare. 1972. $28.00 
doth. (Macmillan) 

Design and Print Your Own Poster. Biegeleisen. 1978. $13.98 cloth. 
(Watson^uptiU) 

Printmoking. Peterdi. Gabor. 1960. $24.98 doth. (MecmiUan) 

Screen Printing. Biegeleisen. 1971. $18.98 doth. (WaUon-Guptill) 

Silk Screen os o Pine Art. Chieffo. 1979. $6.98 paper. (Van Nostrand 
Reinhold) 

Siikscreening. Termini. Maria. 1976. $14.98 doth; $6.98 paper. 
(Prentice*HaU) 



Quilting and Applique 

Art 0/ Cutwork 6* Applique. 1976. $19.80 doth. (C. Branford) 

Appliqva ond Reverse AppUque* Christensen. lo Ippolito. $4.98 doth. 
(Sterling) 

Big Book of Applique. Avery. Virginia. 1976. $17.80 doth. (Scribner'4 

Qossic American Potchivork Quilt Pottems. Mdone. Maggie. $6.98 
paper. (Steriing) 

Crib Quilts. Woodard. Thomas K. and Greenstein. Blanche. 1961. 
$22.98 cloth; $12.98 paper. (Dutton) 

Eofly American Patchwork Pottems. Grafton. Carol Belange:r. 1960. 
$3M paper. (Dover) 

Illustrated Guide to Thiditionol Americon Quih Pottems. Miils. Susan 
Winter. 1960. $9.98 cloth: $6.98 paper. (Arco) 

Innovothre Mochine Quilting. Rlsinger. Hettie. $12.98 doth. (Sterling) 



Otd Patchwork QiiUti. Pinley, Ruth. 1979. 16.95 paper. (C. Brantbrd) 

Ono9 l/pon a QuiJt. MaMer, Celine. 197). $11.95 cloth; $6.95 paper. 
(Van Nostrand Reinhold) 

Patchivork. 1979. $9.95 paper (C. Branfonl) 

PalchMforic for Beglnnera. Green. 1972. $19.95 doth. (Wation-GuptiU) 

Pollemi fin Potchivoric Quilti 6* Cufhioni. Ives, Suiy, 1977. $5.95 
paper. (C. Branford) 

The Quilter'i Coloring Book. Echols, Margit 1979. $7.95 paper. 
(Harper and Row) 

A Quilter'i Cdmponion. HInibn, Dolores. 1979. $7.95 paper. (Arco) 

Quilting Manudl. Hinson, Dolores A. 1960. $3.00 paper. (Dover) 

Quilting, Patehwofk Applique and Tropunto. Newman, Thelma. 1974. 
$7.95 paper. (Cro^n) 

QailtB ond Coverlets. Laury, )ean Ray. 1970. $5.95 cloth. (Van 
Nostrand Reinhold) 

The 7-Day QuiJt. Rogers, Josephine. 1979. $17.95 cloth. (VaU Nostrand 
Reinhold) 



Rugmtking 

Flat- Woven Rugs o/the World. Justin, Valerie. 1980. $35.00 cloth. (Van 
Nostrand Reinhold) 

The Hook Book, Beatty, Alice and Sargent, Mary. 1077. $12.95 cloth. 
(Stackpole) 

The Rug Book. Quirke, Lillian Mary. 1960. $17.95 cloth; $6.95 paper. 
(Prentice-Hall) 

Rug Making. Allard. Mary. $11.25 cloth. (Chilton) 



Scttlpturt 

Contemporory Art With Wood. Meilach, Dona Z. 1968. $6.95 paper. 
(Crown) 

Ceramic Sculpture. Kenny, )ohn B. $13.25 cloth; $7.95 paper. (Chilton) 

Lost Wox Bronze Casting. )ackson, Harry. 1979. $16.95 doth. (Van 
Nostrand Reinhold) 

Masters of Wood Sculpture. Roukes. 1960. $16.50 cloth. (Watson- 
GuptiU) 

Pfostics as Sculpture. Newman, TheUna R. $11.95 doth. (Chihon) 

Sculpture in Plastics. Roukes. 1976. $22.50 doth. (Wat8on<>uptiU) 

Super Sculpture. Chichura, Diane B. and Stevens, Thehna K. 1974. 
$12.95 cloth. (Van Nostrand Reinhold) . 

Wire Sculpture. Brommer, Gerald. 1968. $9.75 doth. (Davis) 
Sewing and Clothiiig 

Ba^ Pdtternmoking-Ah IniUvidual Approach. Uttman, Connie. >1977 
$6.60 paper* (Delmar) ' \ t 

Cloth Hdts, Bogs 'N Boggoge. Fnger, Dorothy. $6.95 paper. (Chilton) 



Curtoin Moker's Hondbook. Morehead, P.A. 1979. $7.95 paper. (Dut- i 
ton) \ 

Dkrtionaiy of Sewing Terminotogy. Carbonne, Linda. 1977. $6.95 doth. 
(Arco) 

PootHrear. Kati, Ruth. 1979. $14.95 doth; $6.95 paper. (Van Nostrand 
Reinhold) 

The Hot Book. Gddman, Annette. 1976. $11.95 cloth; $7.95 oaoer. 
(Van Nostrand Reinhold) 

The Home Oscoroting Seiving Book, Musheno, Elizabeth, ). 1976. $7.98 ! 
paper. (Maomlllan) 

How to Design Your Oivn Ctothes ond Make Your Own Pottems. Bin, 
Claudia. $12.00 cloth. (Doubleday) 

■'■ ' 

How to Moke Men's Clothes. Rinehard, Jane and Shewbart, B. ). $10.00 ' 
doth. (Doubleday) 

How to Moke Pants and /eons That ReoUy Pit. Corrigan, Barbara. 
$6.95 cloth. (Doubleday) i 

How to Moke Your Own Wedding Gown. Ein, Claudia. $8.95 paper. 
(Doubleday) ^ 

PdUem Making Design-Skirts Ponts. Littman, Connie. 1977. $4.40 ' 
paper. (Dehnar) 

PMtem MoHng Design-Sleeved & Tailored Gorments. Littman, Con- ^ 
nie. 1977. $4.40 paper. (Delroar) 

Sew /br Snow. Schuiz, Renee C. 1080. $6.95 paper. (Stackpole) i| 

Sewing Hints for Men. Abrams, Jay A. and Albert, Sondra R. 1980. ( 
$9.95 cloth. (Van Nostrand Reinhold) 

The Sewing Machine Craft Book, Hall, Carolyn. 1Q60. $16.95 cloth. 
(Van Nostrand Reinhold) 

Sewing Mochlne Embroideiy and Stitchery. Newman, Thehna, Lee and 
lay. 1980. $9.95 paper. (Crown) 

Sewing Short Cuts from A to Z. Musheno, Elizabeth ). 1976. $13.95 
doth. (Van Nostrand Relnhdd) 

Weaving 

The Art o/ Weaving. Regensteiner, Else. 1970: $15.95 doth; $8.95 
paper. (Vpn Nostrand Reinhold) — ^ 

Bockstrop Weaving. Taber and Anderson. 1975. $13.95 doth. (Wataon- 
GuptilQ 

Coring for Textiles. Beecroft. 1976. $12.95 cloth. (Watson-GuptiU) 

Elements of Weaving, Thorpe, Azaba Stuart and Larsen, Jack Lenor. ! 
$10.95 cloth. (Doubleday) 

Finishing Touches for the Hondweaver. West, Virginia. 1979. $6.95 
paper. (C. Branford) 

Prome Loom Weaving. Redman, lane. 1976. $14.50 doth. (Van 
Nostrand Reinhold) 

Key to Weoving. Black. Mary. 1980. $19.95 doth. (MacmUlan) 

Moniid o/ Swedish Hondweoving. Cyrue-SSetterstroem, Ulla. 1977. { 
$15.75 doth. (C Branford) 

Pip/esslonoi Hondweoving on the Ply^uttle Loom. Brostoff, Laya. ^ t 

1978. $17.50 doth. (Van Nostrand ReinhoM) k 
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Technique 0/ Woven Topeitry. Beutlich. 1967. $14.95 cloth. (Watton- 
GuptiU) 

The IVeaver'i Book. Tldball. Harriot. 1976. $3.95 paper. (Macmillan) 

Weaving: Design & Expresiion. Belfer. Nancy. 1975. $13.95 cloth. 
(Davli) 

Weaving Off Loom. Mellach. Dona Z. 1978. $6.95 paper. (Contem* 
porary) 

Weoving Without 0 Lopm. Kalney. Sarita. 1966. $11.95 cloth. (Davii) 



Woodworking and Woodcarvlng 

Building Coionioi Fumiihings, Miniatures ond Folk Art. Danlele, 
Joseph. $15.95 cloth. (Stackpole) 

Building Your First Wooden Boot. Barnes. George W. 1979. $9.95 cloth. 
(Van Nostrand Relnhold) 

Bulkling the Timber Frame House. Benson. Tedd. 1980. $17.95 cloth. 
(Scribner's) 

Cabinet JVfoking for Beginners. Hayward. Charles H. $5.95 cloth. (Sterl* 
Ihg) 

Carving Foces ond Figures in Wood. Tangerman. E.J. $5.95 paper. 
(Sterling) 

Corving Wooden Animols. Tangerman. E.J. $5.95 paper. (Sterling) 

Clossic Guitor Construction. Sloane. Irving. 1966. $10.95 cloth. (Dutton) 

The Fine Art 0/ Cobinetmaking. Krenov. James. 1977. $16.95 cloth. 
(Van Nostrand Relnhold) 

500 Do-It- Yourself Wood Moulding Pro/ects. 1980. $7.95 cloth; $4.95 
paper. (Arco) 

Guide to Carpentry. Editors of McGraw-Hill. 1980. $3.95 paper. 
(McGraw-Hill) 

How to Corve Folk Figures ond a Cigo^Store Indian. Enlow. Harold L. 
1979. $2.00 paper. (Dover) 

Making Musical Instruments. Sloane. Irving. 1978. $17.95 doth. (Dut- 
ton) 

Modem Woodworking. Wagner. Willis. 1978. $13.28 doth. (Goodheart) 

Old Houses: A Rebuilder's Monuol. Nash. George. 1980. $19.95 doth; 
$12.95 paper. (PrenUoe-Hall) 

Pyrography. Have^ Bernard and Varlet. lean-Claude. 1978. $9.95 
cloth. (Van Nostrand Relnhold) 

Steelstring Guitar Cbnstruction. Sloane. Irving. 1975. $11.95 doth. (Dut- 
ton) 

Step^By^Step Guide to Woodworking. DeCristofoio. 1977. $8.95 paper. 
(Prentice-Hall) 

Woodoar% ing. Sack. 1973. $4.50 paper. (Van Nostrand Relnhold) 

Woodcro/it: Bosk; Concepts ond Skills. Newman. Thelma R. $8.95 
paper. (Chilton) 

Wood Turning. Hogbin, Stephea 1980. $14.05 doth. (Van Nostrand 
Relnhold) ^ 



34 



Periodicals 



Americon Craft. Bimonthly. American Craft Council, P. O. Box 581. 
Martinsville. N) 08838. 

Ceromics Monthly. Monthly. P. O. Box 12448. Columbus, OH 43212. 

The Crails Report. Monthly. 700 Orange Street. Wilmington. DE 
19801. 

FiberarU. Bimonthly. 50 College Street. AsheviUe. NC 28801. 

Finetvorking Mogazine. Bimonthly. 52 Churchill Rd.. Box 355. 
NewtOYvn. CT 08470 

Clan Workshop. Quarterly. Stained Glass Club. R O. Box 244. No^ 
wood. NI 07048. 

Good/elloMT Revieiv Of Craftt. P. O. Box 4520. Berkeley. CA 94704 

Hondivovttn, Seml^nually. Interweave Press. 306 N. Washington. 
Loveland. CO 80537. 

Interweave. Quarterly. 300 N. Washington. Loveland. CO 80537. 

Nutshell News. Monthly. Clifton House. Clifton. VA 22024. 

Quollty Crails Market. 10 times yearly. 15 West 44th Street, New York 
NY 10036. 

Quilter's Newsletter. Monthly. Leman Publications. Inc.. Box 304. 
Wheatridge. CO 80033. 

The Rug Hookar News & Views. Bimonthly. Kennebunkport. 
04048. 

Shuttle. Spindle & Pyepot. Quarterly. Handweaver's Guild of AMerica. 
65 LaSalle Rd.. P. O. Box 7-374, West Hartford. CT 06107. 

Splnbjf. Annually. Interweave Press, 306 N. Washington. Loveland. 
CO 80537. 



Publishers 

Aico Publishing, Inc.. 219 Park Avenue South. New York. N ^ 0003. 
Free catalog of books. . 

Bank of Anerica. Dept. #3120. P. O. Box 37000. San Francisco. CA 
04137. Free catatog of marketing publications that are a part of their 
Small BusineM Barter series. 

R. R. Bowlwr PnbUahlng Co.. 1180 Avenue of the Americas. New 
York. NY 10036. 

Chariee T. Branford Co.. 19 Calvin Road. Box 16. Watertown. MA 
02172. Catalog, 25 cents. 

Ghlhon Book Camp&ny, Chilton Way. Radnor, PA 19089. Free catalog 
of craft and hobby books. 

CoBlaBponry Booka, Inc.. 180 N. Michigan Avenue. Chicago. IL 
00601. Free catatog. 

BoRlaglOB Pioeet Inc.. Book Division. 200 E. James Street. Ban- 
ington, IL 60010. Free brochures and catalog of craft/needlework 
hooka. 

CiowB Pobliahert, Inc.. One Park Avenue. New York. NY 100I6. . ; 



Davit Publicallons, Inc.. SO Portland St.. Worehatttr. MA 01606. 
Fm catalog. 

Oalmar Piibllahan» Ino«. Mountalnvlaw Avanua. 80 Wolf Road. 
Albany. NY 12205. Fraa catalog of vocaUonal. tachnlcal and induatriul 
aducatipn books. 

Dottbladay Cdmpaay, Inc.. 245 Park Avanua. Naw York, NY 10017. 

Dovar PnUlcatioBat Inc.. 160 Varick Straat. Naw York, NY 10014. 
Fraa hobblaa and crafta catalog 1 50044^: fraa catalog of naadlacraft 
books 150117*5. 

B. P. DnIIOB. Division of Blsavia^Dutton. 2 Park Avanua. Naw York. 
NY 10016. 

GoodhMfl-Wllleox Compaiiy. 123 Wast Taft Driva. South HoUand. IL 
60473. Fraa caulog of usafiil boob. 

Sif 5?*^ •'^•^ I^v^noi'lteh, Inc.. 757 Third Avanua. Naw York. 
NY 10017. 

^JSS^^^^ PuWIahaia. Inc.. 10 E. 33rd Straat Naw York, NY 
10022. Fraa book catalog. 

« •??!r""' CoMpany. 1221 Avanua of tha Amarlcaa, Naw 
York NY 10020. 



MacnUlaat lac. 666 Third Avanua. Naw York. NY 10022. 

Oaal PubllcatioBa. P. O. Box 141. Fam Park. FL 32730. 

PiaaUoa-Hail. Bnglawood Cliffs. N| 07632. Fraa catalog. 

Charlaa Soribaar'a Soiia, 597 Fifth Avanua. Naw York. NY 10017. 
Fraa catalog. 

SUckpola Booka. Camaron and Kallar StraaU. Harrisburg. PA 17105. 

Btarlliig PBUlahing Co.. Inc.. 2 Park Avanua. Naw York, NY 10016. 
Fraa cataloga and brochuias. many in spacialty arau of intaraat. 

Truaadanlio Arta, Inc.. North ViUaga Graan. Lavlttown. L. I.. NY 
11756. Fraa catalog. 

Van Noatand BalnMd Co.. 135 W. 5U Straat, Naw York, NY 10020. 
Fraa catalog. 

WataoB^SnptlU PoUioationa. DivUion of BUboard Publicationa. Inc.. 
1515 Broadway. Naw York, NY 10036. Fraa catalog. 

WHiat'a Digaal, 0033 AUianca Road. CincinnaU. OH 45242. Fraa 
catalog. 
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Goal 3.0 To understand the difference between 
different business structures 



Competencies: 



3.1 DBtermine the structure which best fits the need of 
the individual t 

Sole Proprietorship 
Partnerships 
Limited Partnership 
O>rporation 

3.2 Differentiate among various types of franchises 
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Selecting the Legal Structure for Your Firm 



Summary 



Then an many raaiont today for owndr-managort of 
small butlnettas to look at the legal structure of their 
firms. The changing tax laws and fluctuating 
availability oiF capita! are Just two situations which re- 
quire alert managers to review what legal structures 
best meets their needs. 

Each form of business organisation has its advantages 
and disadvantagee. This Aid seeks to briefly identify 
them for the pwner»manager who wants to know 
''what questions to ask'' when seeking the proper pro** 
fessional advice. 

If you were to make an analogy between starting a 
business and playing a card game» you might say* "The 
game is just for bin, but business is business/* Well* you 
would be right. But let's consider some im{)ortant 
similarities. 

The game requires skill* strategy* planning, and, most 
important, a thorough knowledge ^pf the rules. Going in- 
to business requires skill (the knowledge of your craft or 
trade), and it also requires strategy mid^ Most 
important, to be sucessfiU in busihesiiyyo^^^^^ 
stand the rules (or the laws) by which yoii must conduct 
your business. All planning and strategy must consider 
the multitude of local, state, and federal laws and 
business practices that govern the operation of the 
business. 

Before you enter the complex arena of business and the 
myraid of laws which influence your freedom of choice 
and mobility of action, you must first choose the legal 
structure for your business thait Will best suit your needs 
and the needs of your particuI^air bu^eM. In order ^t 
intelligently select the legal steucture for your business, 
you must ask yourself, "What are my alternatives?" So, 
let's now look at the nature of various legal business 
structures. 

There are three principal kinds of business structures: 
the proprietorship, the partaierohip, and the corporation. 
Each has certain geneind advantages and disadvantages, 
but they must all bis weighted to reflect your specific cir- 
cumstances, goals, and needs. The sole proprietorship is 
the first firm well consider.; 



The Sole Proprietorahip 

The sole proprietorship is Usually defined as a business 
which is owned and operated by one pe To 
establish a sole proprietdrsldp» yd^ 
whatever licexi^s ybu^need isn^^ begin bjpieratipns. 



U.S. RnaU Business Administration 

Number 6.004 
Hence, it is the most widespread form of small business 
organization. 

Advantages of the Sole Proprietorship 

Ease of formation. There is less formality and fewer 
legal restrictions associated with establishing a sole pro- 
prietorship. It needs little or no governmental approval 
and is usually less expensive than a partnership or cor* 
poration. 

Sole ownership of profits. The proprietor is not 
quired to share profits with anyone, 

Control and decision making vested in one owne«. 
There are no co-owners or partners to consult. (Except 
possibly your spouse.) 

Flexibility. Management is able to respond quickly to 
business needs in the form of day to day management 
decisions as governed by various laws and good sense. 

Relative freedom from government control and special 
taxation. 



Disadvantages of the Sole Proprietor 



Unlimited liability. The individual proprietor is respon- 
sible for the full amount of business debts which may 
exceed the proprietor's total investment. This liability 
extends to all die proprietor's assets, such as house and 
car. Additional problems of liability, such as physical 
loss or personal injury, may be lessened by obtaining 
proper insurance coverage. 



Unstable business life. The enterprise may be crippled 
or terminated upon illness or death of the owner. 

Less available capital, ordinarily, than in other typea 
of business organisations. 

Relative difficulty in obtaining long-term financing. 

Relatively limited viewpoint and experience. This is 
more often the case with one owner than with several. 



NOTE: A small business owner might very well select 
the sole proprietorship to begin with. Later, if the owner 
succeeds and feels the need» he or she can form a part- 
nership or corporation. 
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The Partnership 

The Uniform Partnership Act, adopted by many states, 
defines a partnership as ''an association of two or more 
persons to carry on as cooWners of a business for pro* 
fit.** Though not speciflcally required by the Act, writ- 
ten Articles of Partnership are customarily executed. 
These articles outline the contribution by the partners 
into the business (whether financialt material or 
managerial) and generally delineate the roles of the part- 
ners in the business relationship. The following are ex- 
ample articles typically contained in a partnership 
agreement: 

Name, Purpose, Domicile 
Duration of Agreement 

Character of Partners (general or limited, active or 
silent) 

Contributions by Partners (at inception, at later date) 

Business Expenses (how handled) 

Authority (individual partner authority in conduct of 
business) 

Separate Debts 

Books, Records, and Method of Accounting 

Division of Profits and Losses 

Draws or Salaries 

Rights of Continuing Partner 

Death of a Partner (dissolution and winding up) 

Employee Management 

Release of Debts 

Sale of Partnership Interest 

Arbitration 

Additions. Alterations, or ModiHcations of Partnership 
Agreement 

Settlements of Disputes 
Required and Prohibited Acts 
Absence and Disability 



Some of the characteristics that distinguish a partner- 
ship from other forms of business organization are the 
limited life of a partnership, unlimited liability of at 
least one partner, co-ownership of the assets, mutual 
agency, siiare of management, and share in partnership 
profits. 

Kinds of Partners 

Ostensible Partner. Active and known as a partner. 

Active Partner. May or may not be ostensible as well. 

Secret Partner. Active but not known or held out as a 
partner. 

Dormant Partner. Inactive and not known or held out as 
a partner. 

Silent Partner. Inactive (but may be known to be a part 
ner). • 

Nominal PartAer (Partner by Estoppel). Not a true 
partner in any sense, not being a party to the partner- 
ship agreement. However, a nominal partner holds him 
or herself out as a partner, or permits others to make 
such representation by the use of his/her name or other^ 
wise. Therefore, a nominal partner is liable as if he or 
she were a partner to third persons who have given 
credit to the actual or supposed truth of such represen- 
tation. 



Subpartner. One who, not being a member of the part- 
nership, contracts with one of the partners in reference 
to participation in the interest of such partner in the 
firm's business and profits. 



Limited or Special Partner. Assuming compliance with 
the statutory formalities, the limited partner rislcs only 
his or her agreed investment in the business. As long as 
he or she does not participate in the management and 
control of the enterprise or in the conduct of its 
business, the limited partner is generally not subject to 
the same liabilities as a general partner. 



Advantages of the Partnership 

Ease of formation. Legal informalities and expenses are 
few compared with the requiroments for creation of a 
corporation. 

Direct lowstrds. Partners are motivated to apply their 
best abilities by direct sharing of the profits. 



Growth and performance facilitated. In a partnership, 
it is often possible to obtain more capital and a better 
range of skills than in a sole proprietorship. 

Flexibility. A partnership may be relatively more flex- 
able in the decision making process than in a corpora- 
tion. But, it may be less so than in a sole proprietorship. 

Relative freedom from government control and special 
taxation. 



Disadvantages of a Partnership 

.Unlimited liability of at least one partner. Insurance 
considerations such as those mentioned in the pro- 
prietorship section apply here also. 

Unstable life. Elimination of any partner constitutes 
automatic dissolution of partnisrship. However, opera- 
tion of the business can continue based on the right of 
survivorship and possible creation of a neW partnership. 
Partnership insurance might be considered. 

Relative difficulty!: in obtaining large sums of capital. 

This is particularly true of long term financing when 
compared to a corporation. However, by using in- 
dividual partners* assets, opportunities are probably 
greater than in a proprietorship. 

Firm bound by the acta of Just one partner at agent. 

Difficulty of disposing of partnership interest. The 

buying out of a partner m&y be difficult unless 
specifically arranged for in the written agreement. 

The Corporation 

The corporation is by far the most complex of the three 
business structures. For the purpose of this Aid, we shall 
discuss only the general characteristics of the corpora- 
tion, not its intricacies. 

As defined by Chief Justice Marshall's famous decision 
in 1819, a corporation ''is an artificial being; invisible, 
intangible, and existing only in contemplation of the 
law.** In other words, a corporation is a (distinct legal 
entity, distinct from the individuals who own it. 



Formation of the Corporation 

A corporation usually is forrnied by i^e authority of a 
state government. Gbrpbrations which do business in 



more than one state must comply with the Federal laws 
regarding Interstate commerce and with the state laws, 
which may vary considerably. 

The procedure ordinarily required to form a corporation 
is that, first, subscriptions for capital stocic must be 
taken and a tentative organization created. Then, 
approval must be obtained from the Secretary of State in 
the state in which the corporation is to be formed. This 
approval is in the form of a charter for the corporation, 
stating the powers and limitations of the particular 
enterprise. 

Advantages of the Corporation 

Limitations of the stockholder's liability to a fixed 
amount of investment. However, do not confuse cor- 
porate liability with appropriate liability insurance con- 
siderations. 

Ownership is readily transferable. 
Separate legal existence. 

Stability and relative permanence of existence. For ex- 
ample, in the case of illness, death, or other cause for 
loss of a principal (officer or owner), the corporation 
continues to exist and do business. 

Relative ease of securing capital in large amounts and 
from many investors. Capital may be acquired through 
the issuance of various stocks and long term bonds. 
There is relative ease in securing long term financing 
from lending institutions by taking advantage of cor- 
porate assets and often personal assets of stockholders 
and principals of guarantors. (Personal guarantees are 
very often required by lenders.) 

Delegated authority. Centralized control is secured 
when owners delegate authority to hired managers, 
although they are often one and the same. 

The ability of the corporation to draw on the expertise 
and sidUs of more than one individual. 

Disadvantages of the Corporation 

Activities limited by the charter and by various laws. 
However, some states do allow very broad charters. 

Manipulation. Minority stockholders are sometimes ex- 
ploited. 

Extensive government regulations and required local, 
state, and federal reports. 



Uss incentive If manager does not share In profits. 

ExpeniM of forming a corporation. 

Double tax • income tax on corporate net Income (pro- 
V fit) and on individual salary and dividends.* 

'You should be aware, also; of the possibility of selecting subchapter 
S status (IRC 1371-1370). The purpose of subchapter S is to petrtit a 
*'8mall business corporation** to have iu income taxed to the 
. shareholders as if the corporation were% partnership. One obiective is 

to overcome the double tax;featiire of oiir system of taixlng corporate 
.. income and stockholder dividends. Another purpose is to permit the 
\v shareholders to have the benefit of offsetting business losses incurred 
by the corporation against the Income of the shareholders. 

Among the conditions for the making and maintenance of subchapter 
S election are that the corporation have ten or fewer shareholders, all 
of whom are indivldualslor esUtes. that there |>e no nonresident alien 
shareholders, that theni be only one class of outstanding stock, that all 
shareholders consent lo. the election, and that a specific portion of the 
corporation's receipts be derived from active business rather than 
enumerated passive Inveitmenu. No limit is placed on the site of the 
corporation's income and assets. 

In summary, review the following eight questions: 

1. What is the size of the risk? That is. what is the 
amount of the investors* liability for debts and taxes? 

2. What would the continuity (life) of the firm be if 
something happened to the principal or principals? 

3. What legal structure would insure the grea^ 3t a»* ^p- 
tability of administration for the firm? 

4. What are the influence of applicable laws? 

5. What are the possibilities of attracting additional 
capital? 

6. What are the needs for and possibilities of attracting 
additional expertise? 

7. What are the costs and procedures in starting? 

8. What is the ultimate goal and purpose of the ente^ 
prise, and which legal structure can best serve its 
purposes? 



The small businessowner is required to wear many hats, 
but none can be expected to be a lawyer, certified 
public accountant, marketing specialist, production 
engineer, environmental specialist, etc. Therefore, you 
should get the facts before making decisions. When 
necessary and if possible, you should also get profes- 
sional counsel to help you avoid misunderstanding 
technical or legal issues and avoid making bad decisions 
and false starts that require backtracking and added ex* 
pense. This is especially true when you are deciding 
what legal form to adopt. This Aid has presented an 
introduction to the options and guidelines for selecting 
the best legal structure for your business. 
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Franchising 

A "franchise** is a business arrangoneiit between a corapaniy and an 
individual, usually with sane shared financial and contractual obligations 
for the mutual benefit of both parties. 

Ihere are three basic kinds of franchises t 

Individually-owned and operated 
Oonpany-owned and nanager operated 
Distributorship or dealership 

Ihe individually-owned and operated franchise is the most cannon. An 
initial franchise lee oovers the equipment, opening inventory, sane 
advertising, training and Ideation of the franchise. Sane franchisors 
require a jcontinulng fiee based on a percentage of the gross profits. The 
owner operates the business like ismy other business excq>t viAiere 
contractual provisions (with the franchising organization) dictate certain 
accounting or puircl;^ 

Ihe canpai^-owned and in^ allows the franchisor more 

control over the business. The franchisee usually pays an initial fee in 
return for a peroaitage of the prof its of the particular business. 

In a distributorship or dealership, a business agrees to sell a certain 
product or Servi^se of i franehisor. The franchisor allows a caipany to 
handle a certain products without a direct 

investment. Tl^se e^^r^^ to use the 

franchisor nane'and 8ell\a q^ A car dealership is an 

exanple of this type of fran^M^^ 

Things to Qahaifter Itefora Binrlny « Pranghiiirt 

• Do you really want to go into business for yourself? 

• The financial consideratim in most franchises is uti. small. 

• C3onsider the percentage of failures. 

•Do you have what it takes to be a successful business person? 

• Get Information on: 
Investment Required 
Location and Lease Assistance 
Training 

Oonpany Image, Brand Name, and Reputation 
Marketing and Piioniotim Help 

Oonpany Advice, Area Supervision and Quality Control 
Territory Protection 
Low RllBk 

High Survival . 
Financing 



Rmoutm PuMoatlont on FrancMtlng 
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Goal 4.0 To understand the regulations governing 
home-based businesses 

Competencies: 

4.1 Obttln MOMiiry cUte, looal and federal license 
•pplfoatfOM 

4.2 QgnpUte applioation for state and, If necessary, 
local business licenses^- ' 

4.8 Oonplete sppl!cat!on(s) for special federal licenses 
relating to product or business as ^>propriate 

4.4 Obtain infonnation on zoning and 'oeoplete permit if 

4.5 Osnplete the form to secure a social security ninter 
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Obtain License Applications 



Many txisinessei are subject to goverinent regulation by licensing. A 
license is forinal permission given by governnent authorities to carry on a 
business. There is usually a fee for purchasing a license. Be sure to 
consult local, borough and state regulations to see if you need licenses. 

SGme special licenses are required in the State of Alaska. A list of those 
businesses requiring special licenses is available from the Dopartment of 
Revenue. 



Sales Taxes 



Some boroughs in Alaska have a sales tax. Local borough sales taxes are 
only, paid once t at the reteil level vhere products are sold directly to 
the eoiisuner. The business then passes thesis taxes on to the borough 
(generally on a quarterly basis) on foms provided by the borough. A sales 
tax nunber is issued to businesses purchasing materials for resale. 
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Return with $25.00 llcanM fee to: 

Departmt nt of Rtvenue 

Bouch 8A 

Juneau, Aleeke 90811-0400 
RENEWAL DUE DATE - January 31. 



State of Alaska 
UCENK 

AS 43.70.020 



DATE Sr MP - OFFICE USE ONLY 



Check the appropriate box: 

.7. Renewal Ijst Miari Buelneee License No: 

C New Buslneee — Date started: 



~: * New Owner Date of Purchase: . 



* A Buslnsss Llosnte Is not transfsrsbfe or asslgnsblt. Ths Depsrtment of 
Rtvsnus must be notlflsd within ten (10) days whsn s Changs In buslnsss 
ownsrship tsHss place. 



IF PRmiHTIOt MAKE ANY HiCIS8AIIY COIWeGnONS 



Ths license will be Issusd In the nsme of ths person or corporation shown 
In ssctlon 5 below. If bisnK, entsr nsms(s) of IndMdusIs with s finsnclsl 
intsrsst In the business. Enter complsts buslnsss name end mailing address. 



1. Buslnsss License j^Qk 
(Astigntdby iHvtnue) 



2. Ceisndsr Yisr 



3. aijC. Cods (See list) 



4. Padersl Employer l.a Na or Soclei Security No <Sm oihtr tide for explanation) 



5. Owner(s) Name(s) 



Business Name 



Malting Address 



City. State, Zip Code 



6. Do you now have employees, or expect to hire employees during 
the license year? 



YES!I 



NOC 



7. Business Is: (check one) 

C Individual C Partnership 



Z Corporation 



a Please list the major business services, activities and/or products 
you provide In general order of Importance. 



Products 



and/or 



Services/Activities 



a. 



c. 



h. 



Daytime Phone Na 
of Owner or Contact: 



Telex: 



EKLC 



04^(Rev.8«S) 
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9. Physical Location of Business 



NOTE: If you wieh to regleter your buelneee name, contact tlie^ 
Aleaka Department of Commeffce and Economic Developments 
Corporetlone Section, Pouch 0^ Juneau, Alaeka 99811. 



C Nonresident (see note below)^"^ 

■■>■■< 

NOTE: Special rules apply to nonresident businesses. Please eee l 
the other side for details. 



10. Business Is: (check one) 
□ Aleeke Resident 



11. State of Origin: 



12. Corporation Registration Number . 



13. Professional Board License Number:. 



(See Instructions for list of professional boards/trades/ 
commleslons) jf^:^ 

NOT& The busintss lictnse WILL NOT be issued if tlis^ 
•pproprlatt board ilotnse is not attaclied. Faliure to do soi 
may result in the delay of issuancs of up to tight (8) wstka.!f3 



14. 1 declare under penalty of perjury that this applicatior)^ 
is true and conftplete. 



Signature 



Date 1^ 




Card #: 




Expiration Date; 



Amount: 



Signature 



OFFICE USE ONLY 
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INSTRUCTIONS 



FEE. The fee for each Buainees License is S2S.00 and must 
be paid with this applioatlon. New businesses and new 
owners must also pay the full $25.00 fee. License fees wiii 
be refunded only If the lioeneee Is prevented from using the 
license by court order, administrative decision, or other 
cause cieariy beyond the liceneee*s control. 

Line 3. &I.C. Code, iprom the Standard Industrial Classifica- 
tion Code list accompanying this form, select the number 
that is most descriptive of your business. 

Line 4. Social Security Number. You are not required to 
provide your Social Security Number. However, the Depart- 
ment of Revenue would use this number for identification 
, purposes, so providing it may speed the processing of your 
application. Social Security numbers will be lised for other 
departmental purposes as well, and may be given to the IR& 

Line 5. if your RENEWAL APPLICATION has been preprinted, 
please check the infomnation for accuracy. Mal<e corrections 
as necessary. 

Line 10. Nonresident Businesses must file an afi^davit with 
the Alaska Department of Revenue and comply with one of 
the tax iiabiiity security requirements of 15 AAC 10.020 on 
or before June 2 of each year. I^r further Information 
contact the Licensing and Security Section, Public Services 
Division, Department of Revenue, 1111 W. 8th Street, Room 
108, Juneau, Alaska 99801. Phone (907) 465-2329. 

Line 11. Provide the state or origiaof your business, i.e.: 

individuals • state of residence 
Partnerships (individuals) - state of residence 
Partnerships (corporations & companies) • state of domicile 

of the corporation or company. 
Corporations • state of domicile. 

Line 12. Corporation Registration Number. A corporation 
registration number is issued to all corporations registered 
with the Alaska Department of Commerce and Economic 
Development. For more information, contact the Department 
of Commerce and Economic Development, Corporations 
Section, r^^uch D, Juneau. Alaska 99811. Phone (907) 
465-2530 or 2531. 

Line 13. if you are a CONTRACTOR or are LICENSED BY A 
S'PJ:!®®'®'^^'- BOARH TRADE ASSOCIATiSN, OR COIM. 
MISSION, you must attach a copy of your license. CON* 
TRACTORS WHO. ARE EXEMPT from this iicensing require- 
ment must attach a statement explaining their exempt 
status. If you are a FISH BUYER, you must attach a copy 
of your bonding certification issued by the Alaska Depart 
ment of Labor. If you are a MOTOR VEHICLE DEALER, you 
must attach a copy of your registration issued by the Alaska 
Department of Public Safety. IMPORTANT! This license, 
certification or registration must be valid for the same year 
as the Business License for which you are now applying. 
Your Business License cannot be issued without this 
required information. 



PROFESSIONAL BOARDSTTRADES/COMMISSIONS 
Unless otherwise noted, the following are administered by 
the Alaska Department of Commerce and Economic 
Development. 



1. Alaska Bar Association* 14. 

2. Athletic Commission 15. 

3. Arohltscts, Englnttrs & Und 16. 
Survsyors 17 

4. Barbsrs & Halrdrsssars la! 

5. Chiropractic Examiners 19. 

6. Concert Promoters 20. 

7. Contrectore, Qenerel or Specielty 21. 

8. Credit Reportlrio And Collection 22. 

9. Dentel Exemlnere 



10. Electrlcel Adminlstretors 

11. Geologists 

12. Quide Licensing end Control 

13. Mertne Pllote 

'Aleske Ber Aeeocletion 
P. a Box 100279 
Anchorege. Aleske 095100279 
Phone (907) 272-7469 

(For Fish Buyer Certlflcetlon) 
Depertment of Labor 
Wege & Hour Division 
P <X Box 69D 

Juneeu. Aleske 99802*0630 
Phone (907) 4654639 



23. 
24. 
25. 



Medlcel 

Morticlens 

Nursing 

Nursing Home Adminlstretors 
Optlclens, Dispensing 
Optometry Exemlners 
Phermecy 
Physlcel Therepy 
Psychologist & Psychofoglcei 
Associete Exemlners 
Public Aeountency 
Reel Estete Commission* 
Vsterlnery Exemlners 



'Reel Estete Commission 
3601 C St., Suite 722 
Anchorege. Aleske 99503 
Phone (907) 563-2169 

(For WiN Deeler Reglstretlon) 
Depertment of Public Sefety 
R a Box 100960 
Anchorege, Aleske 995100960 
Phone (907) 269-5563 



Department of Commerce and Economic Development 

Division of Occupational Licensing 
Pouch D, Juneau, Alaska 99811, Phone (907) 465-2546 

Business Directories. Based on the Information contained in 
this application, the state will produce a series of directories 
to publicize and assist Alaskan businesses. Each directory 
wiii be organized by location and Industry type. A special 
Exporters Directory will be produced for those who check Yes 
to question 16 on the Business Assistance Survey. Each 
directory entry wiii include the name, address, telephone 
number, telex number, and produ'Jt or service description of 
the business. 



standard Industrial Classification (S.I.C.) Code List 



1. Meet th« voivlalon" from th« Hit btldw. 



DIVISION A 
DIVISION B 
DIVISION C 
DIVISION 0 
DIVISION E 



AORICULTURE. FORESTRY & PISHINQ 
MININO 

• CONSTRUCTION 
•MANUFAOTURINQ 

TRANSPORTATION. COMMUNICATIONS, 
ELECTRIC. OAS ft SANITARY SVCS. 



DIVISION P . WHOLESALE TRADE 

DIVISION Q. RETAIL TRADE 

DIVISION H • FINANCE, INSURANCE ft REAL ESTATE 

DIVISION |. SERVICES 

DIVISION J . PUBLIC ADMINISTRATION 

DIVISION K-NONCLASSIPIABLE ESTABLISHMENTS 



2. Chsok ths sub-hsading as ist out undar aaoh "division*' on ths list. 

3. Stisot ths tltjs undsr ths sul>*hsadlng which bast dsscribss your buslnsss sctlvlty. 

4. Writs ths fcur-dlolt numbsr thst sppsars In front of your sslsctlon In ths spscs provided on your application. 

5. Numbers sndlng with 99 will Indloats "nsc, which mssns *'not sisswhsrs cisssif Isd.'* 

e. If ths 8.LC. Oodf that dsscribss your buslnsss Is printsd In bold Italics, you must msst additional rsgulatory rsqulrsmsnts. PIsass t 
ths Instructions on ths Alaska Buslnsss Llcsnss Application. 



mvisioN A. AOMCULnmi. nmssrsY. a pmm 

0100 Aarioultural Pra0uotlon*CofM 
0134 ^tttott 
0100 VMMoMottMtlont 
Om Fniitt A TrM Nuts 
0180 Horticultural SpMltltlflt 
0180 QanaralFarma 

0200 AohoulturalFroduetlOfvUvaftock 
0211 BoffCattla 

0219 HOflO I 

0214 ShaapA Odata 

0210 QaoaraTuvMtooic 

0240 DalnrFarmT 

0280 .Foiiftry AlSga 

02n) AiSniiSpaSlaiitlaa 

0271 Fur. Afilmala A RaMta 

0272 Hor88|^;pthar Equlfiaa 

0700 AQrteuHural Sarvleaa 

0710 Sell PrafMiaUon Sarvlcaa « 
0728 Crop Sarvleaa . 
0722 CfopHarvaaimg 
0728 Ganoral Crop Sarvloaa 

JIMS tfmS^immmm umIm* 

P74I •VM8Pl88f!V^Sa88ii FaiNi Llvaafadt 
0782 Animal Spoelaity Sanrieaa 
. 0780 LandaeapAAHortleunuraiSvea. 

0781 Undaoapa Countialino A Plannino 

0782 Lawn AjMitfan Sarvlaaa 

0800 Fofaatry <'■■ 

0820 Foraat Nuraartaa 
088O.Fefaat8arvlcaa 

0800 Flihlno. Huntino* Trapping 

881^ cSffmifKrnaii/jifl 

0812 Fmfiati ; 

0813 snaiifiah 

0818 Mlaa Marfrfa Produeta 
0820 FlahHatobarlaaAPraiafvaa 
0870 Hunt Trai^, Oama Propagation 

mVISIOM B. MlNINO^ 

1000 Matal Mining 

1010 Iron Oraa 

1020 CopparOraa 

1030 LaadAZlncOraa 

1040 OoMASINarOraa 

1080 Matal Mining Saivleaa 

1088 Matal Oraa, nac. 

1100 Anthraelta Mining 

1200 Bitumlnoua.Coal A UgnKa Mining 

1300 Oil A Olaa Extraction 

1310 Cru0a Patfolaum A Natural Qaa 

1320 Natural QaaUquMa 

1380 OIlAOaaFlaMSarvioaa 

1381 Orlllli^OIJAQaaWilla 

1382 OH A Oaa Bxpleratlon Saivicaa 
1388 OliAQaaFlald8arvicaa.nae. 

1400 NonmataMlo MMaraia. Except Fuala 
1410 Dlmanalon^ont 
1420 Crualiad A Srokan Stona 
1440 SandAQraval 
1480 ClayA'RalatadMlnarala 
1470 Ctiamlcal A FertllliarMlnarala 
1480 Mlao. Nonmatalllc MInaraia 
i488^>N«^mnatalNo Minarala. nac 



DIVISION a CONSTSUCtlOII 



l^^^^v^N^igiagr I 





1798 Special TifMla t 
1 WS PftiNiOi 

ins 2SSSLi 

1188 

1781 \^ 

ins mimmmumi ^ 

ins C iP f i a ayenL 

iSs sssjy^nSft^^ 

DIVISION a. MAflUFACTUaMa 

2000 Food A Kindfid ^rodueta 

2010 MeatProducta 

2080 Daify Producta 

2030 P raaafoed Frmta A Vegetabiaa 

204O Qrtin MNI Produela 

2000 SakaiyPreducta 

2080 SuurAConractlonary Pioducta 

iOTO FaffAOIla 



2800 Peirolaum and Coal Producta ^ 
2810 Petroleum Refining t 
2800 Pavlno A Roonng Material -4 
2880 Mlao. petroleum A Coal Producta '.i 



2082 Matt Swaraoaa 

2084 winea^SranSyASplrlta 

2088 Dtatllted Uquor. Except Srandy 

2088 Bottled and CannadSortOrtnka 

2087 Flavortnio Sxtraeta A Svrupa. nec. 

2080 Mlaa Fdoda A Kindred Producta 

2081 Canned A Cured Seafooda 

2088 Freeh or Frond Packaged Flah 
2087 Manufactured ice 

2008 Food Pieparatlona, nac. 

2100 Tobacco Manufaeturera 

2200 Textile Mill Producta 

2270 Floor Covering MNIa 
2280 Yam A Thread MNia 
2280 Mlac Textile Qooda 
. 228S Textile Qooda. nac: 

2300 Apparel A Other Textile Producta 
aoo Mlao. Apparel A Acceaaorlea 
2380 Miec Fabrieaiad TextUe Producta 

2400 Lumber A Wood Producta 

2410 . LooBing Campa A Conlractora 
2420 SaSmllb A Planning MUla 
2430 MHhnrk. Plywood. Structural 
2440 WoodContalnera 

2480 wood Sulldlnga A Mobile Homea 

2481 UtobHeHomee 

2488 Piefabrlcated Wood SuHdlnga 
2480 Mlac Wood Producta 

2489 Wood ProdMta, nac 

2500 Furniture A Flxtume 

2510 Houeehold Furniture 
2520 Offloe Furniture 
2540 PartWona A PIxturee 
2880 Mlac FumHure A FIxturea 
2589 Furniture A Flxturaa, nac 



2800 



Paper A Allied Producta 
2810 Pulp Mine 



eric; ■ ■ ; ■•-mi^mm^ 



rMlHa. Except Bldo* Paper 
__it>oirjMllla 
2840 Mlac Converted Paper Producta 
2880 PaperboardContalneraA Boxea 
2880 Mlding Paper A Board Mills 

2700 Printing A PuMlaMng 

2710 " 

>J780. 
2731 

2732 , 

2740 MteceUaneouaPubltahlng 
2780, Commercial Printing 
2780 Manifold Bualneaa Forma 
2780 Priming Trade Seivloee 

2800 Chemleaia and Uke Producta 

2810 mdiiatrlallncraanlcChamicaia 
, . 2880 PMteaandSyMhatlca 

wCnamioala 



3000 ffabber A Mlac Plaatica Producta 
3070 Mlac Plaatica Producta 

3100 Leather and Leather Producta 



s 

?1 10* uiathr Tann7ng"a!^^^ ^ 
3130 SootAShoeCutStockAFirtdlngal 
3140 Footwear. Except Rubber T;J 
3150 Leather Qlovea A Mittena 
3170 HandbagaAPeraonalLMtherQopjM 
Her Qooda. nec 



3188 LeatharT 



3200 Stone Clay, and QIaaa Producta . 

3280 Pottery and Related Produeta 1^1^ 
3270 Concrete Oypaum A PlaatarPfodiicta 
3380 Cut Stone A Stone Producta . -^^ 
3288 Nonmatalllc Mineral Producta. iMC| 

3300 Primary Metal Induatrlea 

3400 Fabricated Metal Producta 

3800 Machinery, Except Electrical i ^ 

3800 Electric and Electronic Equipment 

3700 Tranaportatlon Equipment 

37iOMotor Vehiclea A Equipment 
3720 Aircraft A Parte 
jgo Ship A Boat Building A Repairing^ 
3700 MoToreyolecBlcyclflHkAParta 
3780 Mlac Tranaportatlon Equipment - 
3782 Travel Trallara A Campere ' '(^m 

3800 inatnimanta and Related Producte -ifM 

3800 Mlacallaneoua Manulacturing induatrlee-^ -^f 

3810 Jewelry, silverware,! Plated Ware.; ! 

3811 Jewelry. Preoioua Metal -M^ttH 
3018 Jewelera'Matertala A Lapidary WcHc 
3930 Muaicallnatrumenta 

W40 ToyaASportlnpOOoda 

3080 Coatume Jewelry A Notlone # 

3880 Mlac Manufacturea 

DIVISION E. TRANSPORTATION A PUBLIC UTIUTliB 
4000 Rallroed Tranaportatlon ; , >^ 

4100 Local A interurben Peaaenger Trenelt 

4110 Local A Suburban Tranaportatlon 
4120 Taxlcaba . 'a^!^ 
4130 Intercity Highwey Tranaportatlon 
4140 Tranaportatlon Charter Service ..^^ja 
4181 SctieoiSuaee -Hm 
4170 Sua Terminal A Service Faollltiee !^ 
' ■ . ■ ' ■ . "v. 

4200 Trucklng_A Warehoueing 
4210 TrucWr- 



ing. Local A Long Olatanoe; : 
iWarahoualng '^'^v^ 
Ing Terminal Pacllltlee ri 



4220 Public . 
4830 Trucking 

4300 UAPoatal Service ; ]| 

4400 Water Tranaportatlon . If 

4410 Deep Boa Foreign Tranaportatlon r; :; 

4420 Deep Boa Domeatic Tranaportatloii J 

4480 Local Water Tranaportatlon :4 

4484 Towing A Tugboat Service ; 

4489 Local Water Tranaportatlon, nac 4 

4480 WaterTranaportatlonBervlcee^ ■ .X 

4483 Marlne Cwgo HendlIn g , 

4489 Water 7)meapar(atlaii Saaa«t iiea»^^^:«| 

4500 Air Tranaportatlon i^il 
^10 Certificated Air Tranaportatlon 



4820 Noncertineated Air Tranaportatlon 



— Air Tranaportatlon Bervlcee 

4882 AlrportaAFIylngr 

4883 Airport Termkiars 



iFlelde 



I 



l!?S 
2880 
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4800 PIpellnee, Except Natural Oae 

4810 npeNnec Except Natural Qee 
4812 Crude Fetrolaum PInillnia 
wia pivfinao ^moiayni Fipwinw 
4818 PipeHnec nec * 



4700 TrsnMOftailon ScfVlOM 

4^0 TrantMilsllon ArrMMm«fll 
4710 MlM.Trsnsporttllonlfrvioot 

4000 Communieailon 

4010 T«ltpt>of>tCoinmuniMlion 
4020 TtlforMii CommunlotiioA 
4832 Ntdlolroodeuilno 

4039 TV ■fOOdOtlUno 

4090 CommunHMtlon 8«nrtco, noe. 

4000 ClMino,QMft 8onlltry89rvlooo 

4011 llMtriolfrviooo 

4^ Om Prodvetlon ft OltinbMlion 
4030 CofflMnatlon Utility StrvloM 

4040 Wtttr Supply 

282 gyfiTinfi rtiofo 

400a StwtraQO lytitmt 
4003 Htfyiolyotomt 

OIVItlON P. WMOUSAU TMOt 



9000 



WliolM«loTradtOurabl9 
8010 MoiofV«liletM8 
8013 ' ^ 
8014 
5020 
8030 
S040 
8000 
9070 
8080 
8000 



. ilpfntnl 

Tlito 4 l^ittto' ^ 
PumliMft ft Homt fumltMMO 
lAimbtr ft Conoiruotlon Mattrlali 

Hortfwart, PjumMiM ft NMtlno iquip. 
M|fflftff3^^|g^ ft Su^pilM 



8100 Whci»MjtTri» > <o n durt0loOood8 
0110 tatrTfaporProduet* 
8122 0nig8> proprtt w oo. ft Suwdrtoo 
Apparof, PiMpOood||?ft Neiiont 
Orooortoo ft Hoioiod noduott 
ParmkPiodueta Raw Matortiia 
gmnieaio ft' Ailiotf Praduots 

iftOittiiiodi 



81» 
8140 
8180 
8180 
8170 
8180 
8100 



nVWOM 0. RITAIt TRAN.^ ^ \ ^ - 

\. -f- i' ^' . . 
9200 SulMirigMaiarlaloftQartfafiSuppHtt 

U10 ^ kumtoof ft Ottiar Bulldlnfl Matadala 
8230 Paint«Qiaa8.ft WailpaparttofM 
9U0 ,Hardwaro8loiat ^ 

9MwW i^^^^^^W Ww^^^^m ■FwW^^'W 



9300 



Oantral MofoAandlaa ftlorta 
9310 Oaparlmant Stofas 

8330 Vi ^ 
9399 



VartatySloraa 
Miae. Qanarai 



Marehandiaa Siortt 



9400 PoodSioraa 

9410 Orocary Bloraa 

9420 Maat Maitiaia ft Praaiar Provittonara 
9430 PruHSloraaft VaoalaPlaaMamaia 

9490 Daify prooucta siofaa 
9480 Rataii BaMfiaa. 
9409 Miaa Pood Stofaa ^ 

9900 Automotlva.l>aalafaft 8afvlca8Mtiona 
BIfO MairauaadCarOaatoia 
8820 Uaad Gar Oaalafa 

9930' Auto ft Homo Supply Storaa 
W40 Qaa^Saivloo Stailona 

gftwatfaii aad VlNNy TwIIPf Oaaiai a. 
8879 Macofoyafa Oaalwa ' 

9000 Apparal ft Acoaaaory Stdraa 

9610 Man'a ft Soy'a ClotMno ft Pumlaninga 

9020 Woman'aRaadytoWaarStoraa 

9030 Woman'a AOoaaaoryftSpaolaltyStoraa 

9040 CMldfafi*a ft bifantr Waar Storaa 

9080 PamUyCiolMno Storaa 

8000/ siioa Storaa ' 

8000 PurrtaraftPurShopa 

9000 Miae. Apparal ft AGcaaaorlaa 

9700 Pumliuia ft Homo PumlaMnot Storaa 

9712 Pumltuio Storaa 

9713 PloorCovartnp Storaa 

9714 Dnpary ft UpKalatary Storaa 
9710 Mlae.lUinaPuriUMMe 
9722 Houaaiwld AppllaneaSti 
9730 Radid, TdltySlon. ft Muale Storaa 

9800 Eating ft OHniiiirig Plac 
0812 latino .Mwiaa 



9000 



9813 DrlnliBp>fla6aa. 



9830 Uaad Maronandlaa.Storaa 



|941 Sportta^te^ 

9848 Stationary Storoa . 
9844. JaMryworaa' : 

9849 Hobby, ToyiJ Oafna Shopa 

9840 ; Camara. A PhotoorapMe Supply Storaa 
9847 Qlft^Novalty. ft Sowvanir Shopa 
.9848 IjipMOt ft iMharOooda Storaa 
8840 SaiwA NaadlawoiriL ft Plott Qooda 
aoao NOfiaiora iiaiaiiara; ^ 



9001 Mail Ordar Houaaa 

9904 LiquafiadPatroiaum Qaa Oaaiara 

9002 Plorlata 

9803 CioarAoraa ft Stands 

9004 NawapaalaraftNawaianda 

9999 Mlao. Ratail StoraOt Naa* 

nVtSIOH H. PINANOB, INSUSANOB. ft MAL I8TATI 

8000 Sankino 

0010 Padarai Raiarva Sanka 

mo Commaroial ft Slook Savlnga Banka 

' 1SS 8iaia Banka. Padarai ftoaarva 

om National Banka. Padaral Raaarva 

0030 Mutual Savlnoo Banka 

8040 Truai Comoanlao, Nondapoail 

0090 PuncilonaCloaalyRalatadloBankino 

0100 CraditAMneiaaOtharTtanl^ka 

8110 Aadiaoount ft PInanoIng Inaillullona 

0120 8a¥ingaftLeanAaaoelailona 

!!% AgrtouNdrjiCradltlnailiutioria 

0140 ParaonalCradHinatHutlona 

0180 BualnaMOradliinaiHutloni 

0100 Mortgaga Bankara ft Brokara 

0200 Sacuniy. Commodity Brokara ft Barvleaa 

' 8300 Inaurancia Carriara 

0310 Ufalnauranea 

W MadlMlSofvloaftHoalttilnauranM 
S3St £(%MF(nd*8Caaualtylnauranoa 
8N0 Sufoty Miauranoa 
8300 Tttia fnauranoa 



7000 Motion Pieiuraa 

7010 Motion Pleiura Produeiion ft 8«rvteaa 

7013 Motion Pleiura Produeiion. axeapi TV 

7814 Motion Pleiura Produeiion for TV 

!S1! gonicoa Allied to Motion Pieiuraa 

7880 Motion Pleiura Dial, ft Sarvieoa 

T030 Motion Pleiura Thaaiara 

7833 Driva*in Motion Pleiura Thaaiara 

7000 AmuMHnani ft Baeraatlon Sarvleaa 

7010 OaneaHalla.8iudioa.ft8ehooi8 
7M0 Produeara. Orehaairaa, inianainart 
7m Bniartalnara ft Sniartalnmani Qroupa 



7m Billiard. Pool iaiahiiahmania 
78» Bowling Allaya 
7040 Commarolal Bporta 



7980 MIOa. Aawaaaiaiil^ Haamattonai Svea. 
7983 Oofh^ Amuaamant Davieaa 



0000 Health 



89f8 omaaoofMyofaMaa 
9BS. 9!Baaa of Qaatlaia 



NTO Panalo^ Haotth, ft Walfara Punda 
0300 InjMiraiMtt Carilara, nae. 

8400 inauraiM)aAgamo,Bfokaraft8arvlea 

0800 Real Batata 

0810 Boal Batata Oparatora ft Loaaora 
0012 NonfaaMantlal Building Oparatora 

0814 Owamrifl Oparatora. aie. Apt 
88» Mo8lla1Umo8ttad£jNa^ 

oSo tShJaSSS^SS^^ 
8080 SubdhrldaraftOavalopara 

0000 Comtolnad Real Batatajnauranoa. ale. 

8700 Holding ft Other Invaatmant Offloaa 
0710 Holding OHleaa 
OTM invaatmant OfHeaa 
0730 Truata 
0790 Mlaa Invaailng 



7000 Hotala. ft Other LbdoingPtacaa 

7010 Hotala. Motala. ft TourlaiCourta 
7020 Rooming ft Boarding Houses 
7030 Campa ft Trailer Parka 

7200 Paraonal Beivleaa 

mo Laundry. Cleaning, ft Qarmani Svce. 
7218 Coln^ iaundry ft Cleaning 
rats Dry Cleaning Plama.aaoapt Rug 
nn Carpet ft UpholatafyClaaning 

mo PunaralSafvlea ft Cramatertee 
7209 Mlao. Paraonal Sarvleee 

7300 Suainaaa Sarvieae 

7310 Advartialno_ 

mo MalHnglRelm&etlon. Steno 

7m Oommarelal Photography ft Art 

7340 Sarvlmtp Bulldlnga 

7341 Window Cleaning 

7342 Olakifaetmg ft Bxtarminatlng 
7348 BuUdiM Mamtaiianea SveaTnee. 
mo Neaw^dteataa 

i300 Peiaonnal Supply Sarvleaa 

73M • M j wajjww n t.tfub Hc iMuiom 
/38 3 Oataevlvo ft Pvoteellve Sarvleee 
7304 Equipment Rental ft Laaahw 
7m P hotoHnteWijjub e 
7308 Bualnaaa Sarnoee* Nae* 

7800 Aiito Repair. Servieaa ft Qaragaa 

7912 Paai en gar Car Rantaift iMlng 

7913 TruekReritalftUaaing 
7m AutomoMa Parking 
7m Auto Repair Shopa 

7940 Auto Sorvloaa, axeapt Repair 
7942 CarWaahaa 



7m MiacRmliri 

7m aaetrtdaiRMairSh 
7m Radio ft TV Repair 
7m Wateh. CtoekTJewalry Repair 
7840 Raupholatery ft Pumhura Repair 
7m Miae. RaMlr Shape 
7m Weldlngnepalr 
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of OaaBaia 
oiOsiaapaBMa 

SfSlSmMaeM 
•f C^taaieMMe 

Omoaa of Haallh fr actitlo hara;^nae . 
ffMSMB B Mwaaoaf Caw PaaMnlee 

Hoapliaia' 

MMIadleai ft Suroieal Heepiieie 



0033J ^^OAOf^tt 



Psyehiatrlo Hoaphaie 

0070 Medleal ft Daniel Uboraioriea 

0071 Madieai Uhoratonae 
om Dental Uboraiorlae 
0000 Outpatient Care PaellHlee 
om Health ft Allied Sarvlees. nae. 



Sm Bdueatlonal Sarvleee 

8810 Ciomentanr ft Saeopdary Sehooia 

mo ColtagaaftUni^raKiaa 

mo Utirariaa ft Information Canters 

0241 Corra ap ondanea Behoole 

U43 Data Ptoeaaalno Sehooia 

8344 BualnmftBaeratarlalSehoole 

0240 Voeatlonal Behoole. nae. 

om Soeiei Servloee 

sm individual ft Pamlly Sarvleee 
mo job Training ft iM fated Sarvleee 
om Child Day Care Sarvieae 
om Soelei Servieee, nee. 

8400 Muaauma.Botanieal.2oologlealOardana 

om Membarahip Organlxailona 

0010 Bualnm Aeaoeiailona 

om Proleeelonal Aaaoeletione 

0030 UborOmniialiona 

0040 CIvIe ft Oloolal Aeeoeiaiiene 

om PoNlleal Organltaiiona 

om Rellgioue Organltatlene 

om Private HoueehoMe 

om Mlaeellanaoue Sarvieae 

mo fag l aaarla f 8 AroMlaelvraf Svea. 
om Noneommerelal Raeeareh Organlaationa 
om AMounlIng, Auditing ft Bookkeeping 
0999 Sarvleee. nee* 

DIVISION J. PUBLIC ADMINISTRATION 
9100 Exeeuilve Laoislativa. ft Oanaral 
om Jualiee. Publie Order, ft Safety 
om PInanea. Taxation ft Monetary Policy 
om Admlnlalratlon of Human Raaonreai 
om Environmental Quality ft Houamg 
om Admlnlatralion of Eeonomie Programa 
0700 National Saeurlly ft Inli. Affaire 

DIVISION K. NONCLABBIPIABU BSTASUSHMBNTB 
om Nonclaaa fiatabliahmania 



Apply For Special Federal Licenses 



Federal license !• required to sell dreenns and annunition. This 
application is available fron the Bureau of Firearm, Ibbaooo and Alcohol 
listed under U.S. Cbvernnent. 



Obtain Information On Zoning 



Generally, nming is not a problem for the home^Msed business unless it 
creates unusual noise, signs i odors, parking problenos, etc. 

First, find out if your oamsuiity has zoning. If it does, there are 
probably three boards governing loningt 

Hie punwiny Ht^^ffl dcvclops long-teno growth plans and reviews 
developers* plans to ensure that they are in line with long-term 
plans. 

The ZaaiagJouA develops regul Ions to ensure coopliance with 
the Planning Board's long-tem ylan. (Ihe Planning and Zoning 
Boards are often canbined.) 

The i^pp— !■ wt^«*(< can waive zoning regulations and hear appeals 
for zoning dee is ions. 



Obtain A Social Security Number 



Soeiftl Seeurity 

Every conpany Which has enployees mist pay social security tax. Your local 
Post Off ice has applications for social security. Bnployers pay a 7. 15% 
tax on wages up to $42,000 a year for each eooployee. The employee pays a 
similar tax on all wBgea 19 to the sane amount} the onployee's share is 
deducted from his/her pay cheek. 

Federal Ident I f ioat irni Wmh^F 

Any connany with employees must identify itself on tax forms using a 
Federal Bnployer Identification Nunber. Form SS-4 is used to apply for 
this mnber; it can be obtained from the nearest Internal Revalue Service 
Office. Once your coD|Mqy has an identif icatioi nunber, the IBS will 
automatically send you quarterly and year-end payroll tax returns to 
complete. 



Goal 5.0 To understand how to obtain funds 



Competencies: 

5.1 List sources of funds 

5.2 Develop a statement of financial need 

5.3 List types of business loans 

5.4 List kinds of collateral 

5.5 Describe loan limitations 

5.6 Cbnplete loan application 

5.7 C|;>en a checking account 
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List Sources Of Funds 



Owe you have deoided upon the ownerihip struoture for your hone-based 
business and have formulated your plans for it, the ncKt step is to decide 
vAiere and how to get the money (starting capital) for setting your business 
enterprise into motion. Ihis will need your careful consideration. l?irst, 
think about the money that is closest and most available to you. Then, 
consider all the possible money resources that you can tapt 

Your Om Manoy 

You may put your savings into your home-based business. You can also get 
some cash by selling your oar or other bel<»gings if necessary. 

Inang and Invaatmnnf Pmin Bwiilly and Fflan<i« 

You may get an interest-free personal loan fron a relative or friend. If 
you chose to form a partnership, your partner will also put sane money into 
the business. 

If all the mmey at hand is still not enough, or your friends and relatives 
Just are unable to help right now, then you can go to a lender— a bank or 
goveriment agency— to get a business loan. 

BanlcB and Cradtt Ihionn 

To get a business loan from a bank, you need to present some of your 
property as collateral to the bank. Gbllateral is a valuable possession 
like a house or car that is given as a pledge that the debt will be paid. 
If the loan is not repaid, the bank nay sell the poosession to recover the 
nr/Aey it lent. If you are a meniber of a credit union, you may borrow money 
there. 

The a«ll ftiaineaa ArtninUti.at<ftn 

llie Stanll Business Adninistratim (SEA) may also help you, especially if 
you can't get a bank loan. Ihe SBk lends money directly to aonall business 
owners and helps them borrow money from banks. 



from Htwne BitFapfcnaurahlpt Inatrufttlftnal 
Mitftflal ■ in tlMi r^>«t imi At a 5iM 1 1 
aialnaaa trem tho lhn»j Sugan F. Ifeis and 

Kay S. O'Brien, Pennsylvania Department of 
Education, Bureau of Vocational Education, 
Hftrrisburg, PA, June, 1983. 
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Small Business Administration Loans 



8BA*i BuiiiMM Lon rmi— 

Older it! Gbngreuional mndate, the U.S. Snail Business Adninistration 
(SEA) assists the nation's mil businesses through a nunter of progrons 
and efforts. helps new or growing businesses meet their financial 
needs, counsels nail tinm with problems, offers special assistance to 
minority, woroen-oimM and vateran-omed businesses, helps nail businesses 
to secure goverimsnt eontraets, and acts as a special advoeate for anall 
business with other Federal agencies, with states and within the private 
sector. 

nirough its work, the ^enoy helps preserve the nation's free enterprise 
system, bolsters ocnpetition and strengthens the national eeoncov. 

SBA loans have helped thousmds of nail eonpanies get started, expand and 
prosper. Itiis section is designed to explain SEA's business loan programs 
and to describe where and how to apply for a business loan. 

Basic lypes of Bnsinesa Loan 

Business loan prcoe^s can be used for working capital, purchase of 
inventory, equiptosat and supplies, or for building construction and 
expansion. 

S9BA offers two basic types of business loansi 

1. Loans made 1^ private lenders, usually banks, and guaranteed by SB^. 
By law, SBA. can guarantee a portion of a loan made by a bank or other 
private lender, however, fiBA's guaranty cannot exceed $500,000. 

2. Loans made directly by the iigency . 

In general, direct SB^ loans carry interest rates slightly lower than those 
in the private financial markets. Ihey are available only to applicants 
unable to secure private financing or an SBArguaranteed or participation 
loan. 

In addition to its basic loan progrn, SB^ offers loans for low-income and 
other disadvantaged persons, loans to help mall firms owned by handicapped 
persons and nonprofit sheltered workshops enoploying the handicapped, loans 
to small firms engaged in manufacturing, selling, installing, servicii« or 
developing sp'eotffc energy consemt ion measures, loans to development 
eonpanies for projects aiding anall businesses in urban or rural 
comnnunities, loans and revolving lines of credit for export purposes, and 
guaranteed loaiis for qualified eL;;loyee stock ownership trusts. 

SBA licenses, regulates and financially helps private firms called "Staall 
Business Investment Gbnpanies" (SBIGi) which supply equity capital and 
regular loans to nail firms with unusual growth potential. 

Details concerning special loan programs can be obtained from any SBA 
office. 



Even with its varied progrnt, SEA cannot assist all the amll businesses, 
or all the persons interested in itarting a annall fimu i)geney funds and 
personnel are limited. Therefore in reoent yearsi EBAr-as sonall business* 
advooate^^has Inoreas'ed Its liaison and eooperat ion with the private 
sector, with the primary aim of widening assistance and msking more funds 
available to the mill ions of small an^repreneurs in our country, Ihe 
natIon*a'^bahk8 havrbeM the advantages of participating 

in SB^ guarttiteed l6ani» aiid hmrjSibeen urged to respond through their own 
loan prograns/to ■Ofill busiiiess* needs and wants. SBA has instituted a 
special arrangcnmt with aiim^ banks to out red tape and paperwork in 
iigenoy guaranteed loans. Other ccnpanies have been organised as SB^ 
"non--bank limders," and ean>M business loans guaranteed by the 

i^ency." ■ 

This approach^-involving greater cooperation with the private financial 
markets and putting the igen^ more and more into a role of a "wholesaler" 
—will be eaphasiaed in the months and years ahead. The private lender 
will be more and' more the^^!*retailer" of onall business lending, while SEA 
takes di the role pf^ 

Nio U mljgible fW n 8B&^I^^ 

Ely law, the ^eney may not make or guarantee a loan if a business can 
obtain funds on reasonable teims fran a bank or other private source. A 
borrower therefore musVnrst seek privata financii^ before applying to 
SEA. This means that a persan first must apply to a bank or other lending 
institution for a loan, in a dlly of over 200,000 population, a person 
must be turned doim by two iMliks before applying for an SEA loan. 

A business must b(B independently owned and operated for prof it (exc^t 
sheltered WDrkshops}r not doalnant in its field and must meet certain 
standards of size in te receipts. Loans cannot 

be made to speculative businesses, newspapers, or businesses engaged in 
gambling. 

Applicants for loans also must agree to conply with SEA regulations that 
there will be no discrimination in enploymsnt or services to the pubic, 
based on race, color, religion, natimal origin, sex or marital status. 



niftt ii A anil BusiBMit 

At present, eligibility for loans varies by industry and SEA( jgran. For 
business loans, the general site standard eligibility requironents arei 

MmHfafttiminy - ilbaciiniii luii^ of ooployees may range fron 500 to 1,600 
depending^on the industry in whieh the applicant is primarily engaged. 

IbfUilttliag -^1^^ not ocoeed 500. 

fiuiiBfir- Annual ^^r^ million to $14.5 million, 

depmdiiig on the indii8|ry in 1^ the applicant is primarily engaged. 

Retftii ing - Annual imi'mk on rcoeipts must not exceed $3.5 to $18.6 million, 
depending on the 

Cbnatpiifttliin - fliiiWi otaiufpunf im average annual receipts must not exceed 
$17 million for tte three roost recmtly coqpleted fiscal years. 

spacifti tFftHii aon«tiin«timfi - Awfap^ annual receipts roust not exceed $7 
million for three robot recently ccnpleted fiscal years, depending on the 
industry. ^ 

^gclfiUltlUft - Auiuar receipts must not exceed $0.1 to $3.5 million. 
Iliat are the (^It BaqslreM 
A loan applicant must t 
Be a good character. 

H&ve enough capital in an existing firm so that, with an 8BA. loan, the 
business can operate oo a sound financial basis. 

Show the proposed loan is of such sound value or so secured as reasonably 
to assure payment . 

Show that the past earnings record and future prospects of the firm 
indicate ability to repay the loan and other fixed debt, if aiqr, out of 
profits. 

Be able to provide, fron personal resources, sufficient funds to have a 
reasonable amount at stake to withstand possible losses, particularly 
during the early stages of a new vcilture. 
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Bow Mwh Qui a PtrMO Berroi^ 

Uans mde direotly by SEA have a maxinun of $150,000. 

Soo^OOO*"***** lom Progrm permits the ^anoy to guarantee a maxinun of 

Notei Wien neither private financing nor a loan guarantee is available. 
SBAmay provide loan funds on an "inmadiate participation" kMsis with a 
bank. Ihe bank diaburses part of the loan, at market interest rates, and 
the balance of^ the loin iadisbursed directly by SEA, at a loner interest 
IfJ«*n«?^ ^J***^ °' inoBBdiate participation loan oiiy not exceed 
$150,000. (ihese adnlni strati ve limits are subject to^nge.) 

A handicapped assistance loan made directly by SEA is limited to $150,000. 

Qapafly loMis made directly by SEA are limited to 

$150,000. 
Tenas of Loans 

Regular buci^iess loans have a maxinun maturity of 25 years. 

Vbrking capital loans are generally limited to seven years. 

SBA regularly sets a maxinun allomble interest rate which beirics can charge 
on guaranteed loans. Interest rates on direct loans and SEA*s share of an 
inmediate participation loan are tied to the cost of r»ney to the Federal 
govertinent and adjusted periodically. The interest rate is 3 percent for 
SEA<s share of a handicapped assistance loan. 
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CM lateral 

Qm or «rt of tlM foll«ili« My bt iMiptabU foeurlty for a lomi 
a wtgm oa lm4t a kalMlag oad/or o^lprant 
OiiifHMrt of wolNaoo roooipto for rarkotablo Mrehiadltt 
a MTtpfo m olMttolo 



ir piMWil «4oriMBtt, aad in mm InstuMtt, 
aiil|HMiito of ow iH rooolnbloi 

■Hit* i|i9ly fw a iM 

Hmoo alfoa^ la batiaiii AoaMi 

1 



rnpara a oamit flMMlal otat«MBt (btlnoo tboot) lltting all 
aooota art all IMilitioa of tiM baoiaoia. 

fr apa r o oa oaralap (Mofit aad looo) aUtaaant for tho currant porlod 
to ttio «Bto or Hm bditm alMot. 

f >»a t o a oaitaal aonaaal fiaMlol otatoaMt of tbo aonart or aaeh 
aartaor or otoakM^ar onl^p II porooat or anro of tho oorporata atoek 

Uot oollatofal to bo offorod oa aoesrse;: for tbo loan* with n 
ootbaato of tho p tooa at arfcot valao aaeh itaa. 



ttato tbo OBoaat of tbo laaa ro«Matcid aad CMOt pvrpoaoa for nbleh It 



Ibko tbo foroioibi astorial to yoar baakor. Aok f or a diroet bonk loon 
airf if loa ara ^aoliaad. aak tbo baak to aako tbo loaa aador n(k*a Loan 
Mtoo naa or taiottato iartiolpatioa Plra. If tbo bank la 



iataroatad la aa M gaataataad or partiolMtiaa loan, oak tbo baakor 
Mk for dioaaaaioa of yoar applioatiaa. la aMt ooaoa of 
or partiolpatSoi loaaa, Mi«ll M diroatly iritb tbo 



r. »ito or vioit tbo BMroot mk off loo, if o fooraatood or a 

partiolpatioa loaa ia aaC aMllaMo. OMk bao ill f laid off iooa idileh 
oftoa oaad loaa offlooro to vioit aany aaallor eltioo aa tbo naod la 
iadioatod. li apood asttoro, aako yoar finanaial iafonaatian available 
yoa firot nrito or vioit M. 



Ilios* vMuiting to tttrt t builMis should} 

1. Diwribo the typt of butlntss you plan to establlth. 

a. DMorlbo your «cp«ritnet and DAnaganent oapabilitUa. 

5. Prapara an aatlnata of tm nuoh you or othara hava to invaat In tha 
buainaaa nd how mish you will naad to borrow. 

4. Prapara a eurrant finaaoial atatcnmt (balanca ahaat) Hating all 
paraonal aaaata and all liabllitiaa. 

6. Prapara a data! lad projection of aarnings for tha first yaar the 
buainaaa will oparata. j 

6. Liat coUataral to ba of farad aa saeurity for tha loan, indicating your 
aatinata of tha praaant narkat valua of each item. 

7. FoUov atapa 6 and 7 for thoaa alraa^y in buainaaa. 

fron "Buainaaa Loana fron the SEA," U.S. 
Snail Buainaaa Mniniatration, 1984. 
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Secure Credit and Obtain Funds 



Buglnaaa I^ana 

Most entrepreneurs apply for business loans to get at least some of the 
mmey they need to start their business. With a business loan, you have to 
pay back a part of the loan money every month, plus a certain percentage of 
interest. Interest is the extra mon^ you pay for the privilege of using 
someone else's money. Ihe larger mount of your own money you put into 
your home-based businessy the less loan money and the less interest you 
will need to pay back. 

aiainegg luAn Intanmtien 

In order to get a business loan you will need to provide a lot of 
information to prove that you are a good business risk, information such as 
your personal background and qualif ieations, a clear business descripti(m» 
and a financial plan. 

BBrgonm Baclfyyoimd TnfftWMtlon 

You will be expected to tell the lender about your work and business 
experience, as well as your personal financial situation. You will need to 
show that you have facts concerning your home-based business and possess 
good business sense. Tou will be expected to put some of your own mon^ 
into your business enterprise. 

For example, Bihry is planning to start a home-based business. The amount 
of mon^ she has on hand is not enough to get the business started, so Mary 
will apply for a loan from the Hippy Valley Bank. She wrote this resume: 

"I am planning to open a special craft service center in 
own home. I have ^,000 to invest in this business. A 
relative has offered to lend me $2,500. Initially I will 
have $7,500 to invest in ny business. However, I estimate I 
will need a total of $12,500 to initiate the operation of ny 
business. I will, therefore, need to borrow an additional 
$5,000. 

I have taught a fourth grade class in the local elcmoitary 
school since graduating from college eight years ago. 

I have excellent craft skills vdiich I acquired through home 
economics courses, and have perfected through constant 
practice during ny spare time. Oeating and designing 
unique craft items is nqy specialty. 

I have demonstrated good business ability through being the 
school manager of fund raising r •ejects for the past five 
years." 
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Bualneaa rfaaorlption 



Every new busineai begins with an idea. Your ncKt step in 
getting your loan ia to put your ideas into writiiy by preparing 
a written description of your business. Your business 
description should tellt 



the name of your business 

the scope and purpose of your business 

the services and products to be provided by your business 

the specialties to be offered by your business, how it will 
be unique 

your plans for the growth of your business. 

The following is a description Mary wrote about her home-based 
business. 

Ilie name of the craft service center will be the "Maple 
Leaf." The store will be open 9i00 a.in. to 81OO p.m., six 
days a week. It will sell products, unfinished-products, 
and various materials for making crafts. It will also 
provide special services for customers. The Btaple Leaf will 
be located in my home at 123 North Maple Drive. I plan to 
remodel ny home to occoanDdate this business. I estimate 
that this will colt $S,000. 

I will have an employee working in the craft center as a 
clerk. I will teach craft skills to eustoners in addition 
to providing clerk service. 

If I can get this loan from your baidc I plan to open the 
Maple Leaf by September 1. 

Finftneifll Tnfnrimtlon About Yom f Buninftim 

To get a business loan, ycu will need to give the lender at least two kinds 
of financial information about your business. First, you need to show how 
mich you expect to earn and spend during the first year. This infonmtion 
gives the bank an idea of whether your business will succeed. It lets the 
bank know if your business will bring in enough revenue for you to earn a 
profit and to pay off your loan. Second, you need to fill out a form 
(statement of financial need) telling the bank how much money you need to 
borrow. 
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Mary predicts the profit for her business during the first year: 

Sample Profit/ Loss Statement 



Profit/Loss Statement 






Sept. 1, 1985 


- Aug. 31, 1986 


Revenues 








$ 


% 


Products sold 
Materials sold 
Services to customers 

Total 


$23,500.00 
$23,500.00 
$_MIULM 
$55,000.00 


100% 


BxpfinsfiB 






Salary for an cnployee 

Utilities 

Supplies 

Advertising 

Others 

Total 


$ 9,000.00 
$ 1,200.00 
$20,000.00 
$ 1,200.00 

$33,400.00 


61% 


Net Profit 

(including ny salary and ineone taxes) $21,600.00 


39% 
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Evftltmtlon of lfaefi« 



A new iMislness will usually ftoounilate some expenses before it can begin 
providing services or collecting money. At first a business will spend 
more than it makes. It will need money to support the start-up operation, 
lliat is vAty most bus inessper sons apply for a business loan to help than get 
started. As the business gets established it should collect more money 
than it spends i Hie owner cah use the profit to pay back money that was 
borroNcd. Interest on loans is a major business expense and needs careful 
consideration by the entrepreneur. 

Qi this form you will need to show the total cash on hand that you have, 
the total expenses you estimate that you will need for the first few nonths 
of operating your home-based business, and finally, figure how nuch you 
will need to; borrow fron the bank. 

Your total cash on hand includes your savings and any loans from relatives 
or friends. Your total expenses include startmp expenses (money needed 
right at the beginning to opw your business) and operating expenses (money 
needed after start-up to run your business every month). Ey subtractii^ 
the total money on hand from the total estimated expoises, you can 
calculate the total loan money needed. The formula for the computation 
is: 

LEotaLftXPenaea - total monav «wi hand = total Ioah mnmy n«ftHftri1 
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Sample Financial Need Statement 



Finanoial lfe«d Statement 


(for firat thraft^mnatha^ 




Jtmey Oi Huid 






Owner's Cbsh Qi Hand 


Repairs and Renovations 
Equipment and Airniture 
supplies and Inventory 
Advertising 
Others 


$3,000 
$2,000 
$2,000 
$ 150 
$ 350 


$5,000 
Loan fran Relative 
$2,500 


Total start-up expenses 


$Z«jLUL 


Total Money Gh Hand 








Salary for an employee 

Utilities 

($40 X 3) 
Supplies ant* Inventory 

($1,000 X 3) 
Advertising 

($70 X 8) 
Others 

($100 X 3) 


$2,160 
$ 120 
$3,000 
$ 210 
$ 300 


$ 

Total Money Oh Hand 
$ 


Total operating expenses 


$&«2&1L 


Total Honey Needed 


Total Exnenaea t 




$ 


(for first three mmths) 



calculate the total loan money she will need. 



Examples of Applications 

Hsppy Valley Bank 
^plioation for Business Loan 



Address 

Loan Requested $ pebt to Bank will be $ 

Unsecured ( ) Secured ( ) 

Collaterals 

Value of Gbl lateral will be 

^aranteed By . 

Demand ( ) Time No. Va^B Rate of interest 

Payment Program 

Purpose of Loan 



Dq>08it Relationship 

AuthnPimtion 



For the purpose of procuring credit from Happy Valley Bank, the 
undersigned hereby confirms that I Ave have read and understand the 
foregoing; that it is true, accurate, and conplete to the best of 
my /our knowledge and belief. I/we authorize Happy Valley Bank to make 
whatever credit inquiries it deans necessary in connection with this 
credit application or in the course of revico collection of any 
credit extended in reliance on this applicatici, 1 authorize and 
instruct any person or cmisunaer reporting age ?y to ccacplile and 
furnish H^y Valley Bank any infomation it may have or obtain in 
response to such credit inquiries. 



Borrower. 



Appl icant ' s Signature 



Applicant's Signature 



H» BMK USR nay 
Approved By 



Sr. Loan Cbmnittee 

Notified of action taken. 
Ranarks 



JlBte. 



-JiBgional Board. 
J— J. Oral. 



.Joint Board. 
Written 



Suggested Activities 



1. Oonplete a resume of your aim personal background informtion and a 
description of your honae-based business to get a business loan to start 
your business. 

2. Using this statement of f iiiancial need form as a guide, (a) estimsite 
the 4tart-up expenses end the operating expenses for starting your 
home-based business} (b) figure out how much money on hand you have) 
and (c) calculate how much loan mmey you need. 



Financial Need Statement 


Scpensee 
I tor fipit thFM juyithfl) 


Money On Hand 


8lajpt-ii{L AqMniflfl 


Ovner's Qish Ch Hand 


Hepaire and Renovations $ 
Equipnrat and Rirniture $ 
supplies and Inventory $ 
^ertiaing $ 
Others $ 


* 

Loan from Relative 
$ 


Ibtal start-up expenses t 


Ibtal Money Gh Hand 






Salary for an enployee $ 




Utilities $ 


Tbtal Expenses 


Supplies and Inventory $ 




Advertising $ 


Ibtal Money Gh Hand 


Others $ 




Ibtal operating expenses $ 


Tbtal Money Needed 


Total ExDOiSMi a 

(for first three months) 





77 

64 



3. 



Kfeke a list for yourself of all the possible sources of money that you 
may have. Emiwrate all the possible advantages and disadvantages to 
yourself in using eaoh source. 



Jbney Squvm 






1. 




, DlgftdvAntay 


2. 






3. 






4. 







4. a) Begin shopping for loans. 

b) Oonpare interest rates. 

c) Oonpare obligations and risks associated with borrowing from 
each institution. V 

Other loan applications and ihfonntion are available from banks, credit 
unions and the anall Business Ministration, 701 C Street, P.O. Box 87, 
Anchorage, Alaska 99513, Phone t 907-:S71r-4d22. 



4* • 

' t. • 



f ran HtMM gitMtpi.i{tM>itiP«hi^t Tn.*i .uetlonin 
Bhtai»UU In tWifj^tlon of ■ fln«.n 
ftuinaaa fmn. thuAJhi^^ ^gan F. Wsis and 
Key 8. O'Brien, Pennsylvania Department of 
Education, Bureau of Vbe#tional Education, 
HEir*isburg, PA, June, 1983. 
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Summary 



i i ABCs of Borrowing 

U.S. Small Business Administration 
Number 1.001 
This Aid is designed to give the highlights of what is in- 
volved in sound business borrowing. It should be 
Some small businetspereoiia oaanol undtretaiid why a helpful to those who have little or no experience with 
lending institution refuiad to lend thtm monty. borrowing. More experienced owner-managers should 

Others have no trouble fetting ftindi, but thay are stt^ find it useful in reevaluating their borrowing opera- 
prised to find atrlnga atUchod to their loana. Such Uons. 
owner-managers fall to rtaliiad tlut baska and other 
lenders have to operate by cettalB primeitSm Just as do 
other types of business. 



This Aid discusses the foUowlng (kuuiamaBtals of bor- 
rowing: (1) cr^llt worthlnets, (2) Unda of loans, (8) 
amount of money naededt (4) collalini, (8) loan 
restrictions and limitations, (8) the loan application, 
and (7) standards which the lender oaaa to evaluate 
the application. 



Is Your Firm Credit Worthy? 

The ability to obtain money when you need it is as 
necessary to the operation of your business as is a good 
location or the right equipment, reliable sources of sup- 
plies and materials, or an adequate labor force. Before a 
bank or any other lending agency will lend you money, 
the loan officer must feel satisfied with the answers 
to the five following questions: 



Introduction 

Inexperience with borrowing procedures often creates 
resentment and bitterness. The stories of three small 
businesspersons illustrate this point. 

"I'll never trade here again,'* Bill Smith* said when his 
bank refused to graiit him a loan. "I'd like to let you 
have it. Bill,** the banker said,"but your firm isn't earn* 
ing enough to meet your current obligations." Mr Smith 
was unaware of a vital financial fact, namely, that lend- 
ing institutions have to be certain that the borrower*s 
business can repay the loan. 

Tom Jones lost his temper when the bank refused him a 
loan because he did not know what kind or how much 
money he needed. "We hesitate to lend." the banker 
said, '*to business owners with such vague Ideas of what 
and how much they need." 

John Williams' case was somewhat different He didn't 
explode until after he got the loan. When the papers 
were ready to sign, he realized that the loan agreement 
put certain limitations on his busineaa activitias. "You 
can*t dictate to me." he said and walked out of the 
bank. What he didn't realize was that the limitations 
were for his good as well as for the b«ik*s protection. 

Knowledge of the financial facts of business life could 
have saved all three the embarrassment of losing their 
tempers. Even more important, such information would 
have helped them to borrow money at a timie when their 
businesses needed it badly. 

* All names In Aids are fictltloas 
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1. What sort of person are you, the prospective bo^ 
rower? By all odds, the character of the borrower comei 
first. Next is your ability to manage your business. 

2. What are you going to do with the money? The 
answer to this questions will determine the type of loan, 
short or long-term. Money to be used for the purchase 
of seasonal inventory will require quicker repayment 
than money used to buy fixed assets. 

3. When and how do you plan to pay it back? Your 
banker's judgment of your business ability and the 
type of loan wilt be a deciding factor in the answer to 
this question. 

4. Is the cushion in the loan large enough? In other 
words, does the amount requested make suitable 
allowance for unexpected developments? The banker 
decides this question on the basis of your financial stats 
ment which sets forth the condition of your business 
and on the collateral pledged. 

5. What is the outlook for business in general and for 
your business particularly? 



Adequate Financial Data Is a **Mnst" 
The banker wants to make loans to businesses which 
are solvent, profitable, and growing. The two basic 
financial statements used to determine those conditions 
are the balance shoet and profit-and-loss statement. The 
former is the major yardstick for solvency and the latter 
for profits. A continuous series of these two statements 
over a period of time is the principal device for mea8U^ 
ing financial stability and growth potentid. 

In interviewing loan applicants and in studying their 
recordst-the banker is expecially interested in the 
following facts and figures. 



General Informfttion: Are the books and records up-to- 
date and in good condition? What Is the condition of ac- 
counts payable? Of notes payable? What are the salaries 
of the owne^ manager and other company officers? Are 
all taxes being paid currently? What is the order 
backlog? What is the number of employees? What is the 
insurance coverage? 

Accounti Receivable: Are there indications that some 
of the accounts receivable have already been pledged to 
another creditor? What is the accounts receivable turn- 
over? Is the accounts receivable total weakened because 
many customers are far behind in their payments? Has a 
large enough reserve been set up to cover doubtfiill ac- 
counts? How much do the largest accounts owe and 
what percentage of your total accounts does this amount 
represent? 

Inventories: Is merchandise in good shape or will it 
have to be marked down? How much raw material is on 
hand? How much work is in process? How much of the 
inventory is finished goods? 

Is there any obsolete inventory? Has an excessive 
amount of inventory been consigned to customers? Is in- 
ventory turnover in line with the turnover for other 
businesses in the same industry? Or is money being tied 
up too long in inventory? 

Fixed Assets: What is the type, age, and condition of 
the equipment? What are the depreciation policies? 
What are the details of mortgages or conditional sales 
contracts? What are the future acquisition plans? 



What Kind of Money? 

When you set out to borrow money for your firm, it is 
important to know the kind of money you need from a 
bank or other lending institution. There are three kinds 
of money: short term, term money, and equity capital. 

Keep in mind that the purpose for which the funds are 
to be used is an important factor in deciding the kind of 
money needed. But even so, deciding what kind of 
money to use is not always ^asy. It is sometimes com- 
plicated by the fact that you may be using some of the 
various kinds of money at the same time and for iden- 
tical purposes. 

Keep in mind that a very important distinction between 
the types of money is the source of repayment. General- 
ly, short-term loans are repaid from the liquidation of 
current assets which they have flnanced. Long-term 
loans are usually repaid from earnings. 

ERIC : \ . : 



Short-Term Bank Loans 

You can use short-term bank loans for purposes such as 
financing accounts receivable for, say 30 to 60 days. Or 
you can use them for purposes that take longer to pay 
off— such as for building a seasonal inventory over a 
period of S to 6 months. Usually, lenders expect short- 
term loans to be repaid after their purposes have been 
served: for example, accounts receivable loans, when 
the outstanding accounts have been paid by the bo^ 
rower's customers, and inventory loans, when the in- 
ventory has been converted into saleable merchandise. 

Banks grant such money either on your general credit 
reputation with an unsecured loan or on a secured loan. 

The uiisacared loan is the most frequently used form of 
bank credit for short-term purposes. You do not have to 
put up collateral because the bank relies on your credit 
reputation. 

The secured loan involves a pledge of some or all of 
your assets. The bank requires security as a protection 
for its depositors against the risks that are involved even 
in business situations where the chances of success are 
good. 

Tenn Borrowing 

Term borrowing privides money you plan to pay back 
over a fairly long time. Some people break it down into 
two forms: (1) intermediate^loans longer than 1 year 
but less than 5 years, and (2) long-term^loans for more 
than 5 years. 

However, for your purpose of matching the kind of 
money to the needs of your company, think of term bo^ 
rowing as a kind of money which you prob<\bly will pay 
back in periodic installments from earni. ^ 

Equity Capital 

Some people confuse term borrowing and equity (or in- 
vestment) capital. Yet there is a big difference. You 
don't have to repay equity money. It is money you get 
by selling a part interest in your business. 

You take people into your company who are willing to 
risk their money in it. They are interested in potential in- 
come rather than in an immediate return on their in- 
vestment. 



How Much Money? 

The amount of money you need to borrow depends on 
the purpose for which you need funds. Figuring the 
amount of money required for business construction, 




^cpnyersionv or expansionrrtenn to or equity 
capital— Is relatively easy. Equipment manufacturers, ar* 
chitects, and builders will readily supply you with cost 
estimates. On the other hand, the amount of working 
capital you need depends upon the type of business 
you're in. While rule-of*thumb ratios may be helpful as a 
starting point, a detailed projection of sources and uses 
of funds over some future period of time— usually for 12 
months— is a better approach. In this way, the 
characteristics of the particular situation can be taken 
into account. Such a projection is developed through the 
combination of a predicted budget and a cash forecast. 

The budget is based on recent operating experience plus 
your best judgment of performance during the coming 
period. The cash forecast is your estimates of cash 
receipts and disbursements during the budget period. 
Thus, the budget and the cash forecast together repre* 
sent your plan for meeting your working capital re- 
quirements. 

To plan your working capital requirements, it is impo^ 
tant to know the *'cash flow" which your business will 
generate. This involves simply a consideration of all 
elements of cash receipts and disbursements at the time 
they occur. These elements are listed in the profit-and- 
loss statement v/hich has been adapted to show cash 
flow. They should be projected for each month. 



What Kind of Collateral? 

Sometimes, your signature is the only security the bank 
needs when making a loan. At other times, the bank re* 
quires additional assurance that the money will be 
repaid. The kind and amount of security depends on the 
bank and on the borrower's situation. 

If the loan required cannot be justified by the 
borrower's financial statements alone, a pledge of 
security may bridge the gap. The types of security are: 
endorsers; comakers end guarantors: assignment of 
leases; trust receipts and floor planning; chattel mor- 
tgages; real estate; accounts receivables; savings ac- 
counts; life insurance policies; and stocks and bonds. In 
a substantial number of ^^ates where the Uniform Com- 
mercial Code has been enacted, paperwork for record- 
ing loan transactions will be greatly simplified. 

Endorsen, CcHmdcera, and Guarfuitpra 

Borrowers often get othor people to sign a note in order 
to bolster their own credit. These mionm are con- 
tingently liable for the note they s«<«u. If the borrower 
fails to pay up, the bank expects the endorser to make 
the note good. Sometimes, the endorser may be asked to 
pledge assets or securities too. ^ 



A co*m«ker is one who creates an obligation jointly - 
with the borrower. In such cases, the bank can collect 
directly from either the maker or the co-maker. 

A guarantor is one who guarantees the payment of a 
note by signing a guaranty commitment. Beth private 
and government lenders often require guarantees from 
officers of corporations in order to assure continuity of 
effective management. Sometimes, a manufacturer will 
act as guarantor for customers. 

Afsignment of Uuee 

The assigned lease as security is similar to the 
guarantee. It is used, for example, in some franchise 
situations. 

The bank lends the money on a building and takes a 
mortgage. Then the lease, which the dealer and the 
parent franchise company work out, is assigned so that 
the bank automatically receives the rent payments. In 
this manner, the bank is guaranteed repayment of the 
loan. 

Warehouse Racofipti 

Banks also take commodities as security by lending 
money on a warehouse receipt. Such a receipt is usually 
delivered directly to the bank and shows that the mer- 
chandise used as security either has been placed in a 
public warehouse or has been left on your premises 
under the control of one of your employees who is 
bonded (as in field warehousing). Such loans are 
generally made on staple or standard merchandise 
which can be readily marketed. The typical warehouse 
receipt loan is for a percentage of the estimated value of 
the goods used as securtiy. 

Trust Receipts and Floor Planning 
Merchandise, such as automobiles, appliances, and 
boats, has to be displayed to be sold. The only way 
many small marketers can afford such displays is by 
borrowing money. Such loans are often secured by a 
note and a trust receipt. 

This trust receipt is the legal paper for floor planning. It 
is used for serial-numbered merchandise. When you 
sign one, you (1) acknowledge receipt of the merchan- 
dise. (2) agree to keep the merchandise in trust for the 
bank, and (3) promise to pay the bank as you sell the 
goods. 

Chattei Kf ortgaget 

If ycu buy equipment such as a cash register or a 
delivery trucks you may want to get a chattel mortgage 
loan. Ycu give the bank a lien on the equipment you are 
buying. 



- The bank also evaluates the pretont and future market 
value of the equipment being used to secure the loan. 
How rapidly will it depreciate? Does the borrower have 
the necessary Are, theft, property damage, and public 
liability Insurance on the equipment? The banker has to 
be sure that the borrower protects the equipment. 

Real Estate 

Real estate is another form of collateral for long-term 
loans. When taking a real estate mortgage, the bank 
finds out: (1) the location of the real estate, (2) its 
physical condition, (3) its foreclosure value, and (4) the 
amount of insurance carried on the property. 

Accounit Receivable 

Many banks lend money on accounts receivable. In ef- 
fect, you are counting on your customers to pay your 
note. 

The bank may take accounts receivable on a notification 
or a nonnotification plan. Under the notlflcatlon plan, 
the purchaser of the goods is informed by the bank that 
his or her account has been assigned to it and he or she 
is asked to pay the bank. Under the Qoimotiflcatlott 
plant the borrower's customers continue to pay you the 
sums due on their accounts and you pay the bank. 

Savings Accounts 

Sometimes, you might get a loan by assigning to the 
bank a savings account. In such cases, the bank gets an 
asignment from you and keeps your passbook. If you 
assign an account in another bank as collateral, the lend- 
ing bank asks the other bank to mark its records to 
show that the account is held as collateral. 

Life Insurance 

Another kind of collateral is life insurance. Banks will 
lend up to the cash value of a life insurance policy. You 
have to assign the policy to the bank. 

If the policy is on the life of an executive of e small cor- 
poration, corporate resolutions must be made authoriz- 
ing the assignment. Most insurance companies allow 
you to sign the policy back to the original beneficiary 
when the assignment to the bank ends. 

Some people like to use life insurance as collateral 
rather than borrow directly from insurance companies. 
One reason is that a bank loan is often more convenient 
. to obtain and usually may be obtained at a lower in- 
terest rate. 

Stocks and Bondt ■ . : 

If you use stocks and bonds as collateral, they must be 
marketable. As a protection against market declines and 
possible expenses of liquidation^ banks, usually lend no 



more than 75 percent of the market value of high grade , 
stock. On Federal Government or municipal bonds, they 
may be willing to lend 90 percent or more of their 
market value. 

The bank may ask the borrower for additional security 
or payment whenever the market value of the stocks or 
bonds drops below the bank's required margin. 



What Are the Lender's Rules? 

Lending institutions are not just interested in loan 
repayments. They are also interested in borrowers with 
healthy profit-making businesses. Therefore, whether or 
not collateral is required for a loan, they set loan limita- 
tions and restrictions to protect themselves against un- 
necessary risk and at the same time against poor rr anage- 
ment practices by their borrowers. Often some owner- 
managers consider loan limitations a burden. 

Yet others feel that such limitations also offer an oppor- 
tunity for improving their management techniques. 

Especially in making long-term loans, the borrower as 
well as the lender should be thinking of: (1) the net earn- 
ing power of the borrowing company, (2) the capability 
of its management, (3) the long range prospects of the 
company, and (4) the long range prospects of the in- 
dustry of which the company is a part. Such factors 
often mean that limitations increase as the duration of 
the loan increases. 



What Kfrxds of Limitations? 

The kinds of ! ^nitations, which an owner-manager finds 
set upon the company depends, to a great extent, on the 
company. If the company is a good risk, only minimum 
limitations need be set. A poor risk, of course, is dif- 
ferent. Its limitations should be greater than those of a 
stronger company. 

Look now for a few moments at the kinds of limitations 
and restrictions which the lender may set. Knowing 
what they are can help you see how tfiey affect your 
operations. 

The limitations which you will usually run into when 
you borrow money are: 

(1) Repayment terms. 

(2) Pledging or the use of security. 

(3) Periodic reporting. 
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Aaain, if your records do not show the details necessary 
flf working up profit and loss statements, your Federal 
income tax returns may be useful in getting together 
facts for the SB A loan application. 

iMttrance 

SBA also needs information about the kinds of in- 
surance a company carries. The owne^manager gives 
tnese facts by listing various insurance policies. 

Jersonal Flnancet 
BA also must know something about the personal 
{financial condition of the applicant. Among the types of 
information are: personal cash position; source of in- 
* come including salary and personal investments; stocks, 
bonds, real estate, and other property owned in the ap- 
plicant's own name; personal debts including install- 
ment credit payments, life insurance premiums, and so 
forth. 



Evaluating the Application 

Once you have supplied the necessary information, the 
next step in the borrowing process is the evaluation pf 



your application. Whether the processing officer is in a 
bank or in SBA, the officer considers the same kinds of 
things when determining whether to grant or refuse the 
loan. The SBA loan processor looks for: 



(1) The borrower's debt paying record to suppliers, 
banks, home mortgage holders, and other creditors. 

(2) The ratio of the borrower's debt to net worth. 

(3) The past earnings of the company. 

(4) The value and condition of the collateral which the 
borrower offers for security. 



The SBA loan processor also looks for: (1) the 
borrower's management ability^ (2) the borrower's 
character, and (3) the future prospects of the borrower's 
business. 



Copies of this Aid are svailablo frao from SBA. P.O. Box 1S434. Fort Worth. TX 70110. Aids may be condensed or reproduced. They may not be 
altered to imply approval by. SBA of any private organisation, product or service. If material is reused, credit to SBA will be appieciated. 
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«U.S. CPO: im-M1-«ZI/10Mf 



Open a Checking Account 



The Bugincaa Qwioltlny Aflcoimt 

You need a business checking account to pay the expenses of your business. 
It is important to have a good system for paying your bills and recording 
your expenses. Besides the business checkbook, you my want to keep a file 
of your unpaid business bills and use the daily cash sheet for keeping 
financial records. 

It is important for every home-based business owner to open a business 
checking account. There are three steps involved in using a checking 
account. 

First! Deposit revenue from the business into the account. 

Second: Wirite cheeks to pay business expenses. 

Third* Check the monthly bank statemoit to make sure your 
record of deposits and payments agrees with the 
bank's record; adjust any i neons istoicies with the 
bank if there it any discrepancy. 

Every time you write a business cheek, fill out the checking account record 
which is used to record, d^osits and payments. On the check write the 
date, the neroe of the person or group receiving payment after the words, 
"pay to the order of", and the anoount of the payment in both minbers and 
words. You may vent to make a notation in the q>ace allowed for a memo. 
Most important, you must put your signature on the check. Ihe following fs 
an exanple of a correctly written check. 



Little Stars Cbnpaiq^ 124^ 
235 South Sl^ Road 

Our Town, State OOlOl /AfdC I(d l a ih 

PAY TO THE CBEBSL C P Boh 6>nid<y t5^ 

FilTl OuML^'itGb th l lar s 
Happy Vall^ Bank 
Our Town, State 00101 

Mai D hkjL^dlL JMfiu^ vj^nt^ 



f rom HODB-fiDiZfifiEffiBfiUCfilliAi Inntruetionul 

ihteriftla In tha Q»Fatlttn nf a aonall 

aisincM tnrn thu hmm^ sussn F. Ifeis and 
Kay S. O'Brien, Pransylvania Departmoit of 
Edueati(Hir Bureau of Vocational Educatim, 
Hurrisburg, PA, June, 1983* 
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Sample Application for a Checking Account 



-Mi 



individuol< Joint 
ACCT ^ 



AMOUNT 



Chteking □ SovtnQt □ i 
DATE 







TNU8T COOK 








OATK or •INTH 


fHiftS n4mC 5« Jul-^TCr (LIMIT JB CMAKACrilVll 


ZCNO SAL COOK 


1TI1CCT*I«0UTK (LIMIT 98 CHANACrCNS) 


CVCILC COOK 


CITY-STATK ILIMIT 2S ChAMACTCHS) t\P COOK 

Short nom* 


ACCT TYPC sVc COOC 

0 


Signoturt 


HOLO ST'MT 


HOLO AMOUNT 


Sionoturt 


OATK LAST ACTIVK 


Sionoturt 


ACCNUKO tNTCRCST 



Another Example 



rU W MM la W I H MMiil 



Mimbvnhlp 
EUgibiutr . 



en for fiMiaktrMp In tnri affvt tv 

>F 

^T«« 



to ttw •jr*t«wB or imf 



fkft. Sm, or 
iTbk Mem. Sm _ 




JOINT 8HAJU ACCOVNT AGUBIINT 
NOT TRANSr EEABLC 



MithortM^ to iwoeuat my of tlk» ilmtiirM 
h oOMr Hid villi aid 



McouBt Th« tolnl owTum 



. .CrvdU UntoQ 

In Um r " 




u turns now patd 
told total ownon 
Id Ml bt ownod 
•r racttot df 
bo valMT Hid 



&*lSiS^lirl^lS77fi& aU or any pdrt off tlM riiont ui Ihli kmum 
,Tli>. rt#l gf jftrth otuy of Iho cio^j unto a undy ^ttito ammoni Ml nol bo ehMud 



It... 

I off Blrtn 



Form rCU ISO- 121 Itov. 9/10 * . . : - IIIM 



Goal 6.0 To understand recordkeeping 



Competencies: 

6.1 Keep effective business records 

6.2 Keep records for tax purposes 

6.3 Oollect local sales taxes 

6.4 Pay social security taxes 

6.5 Qsnpute 1040 and Schedule C 
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Keep Effective Records 



L^eplng good records helps you successfully manage your business. Even 
though It nay seem like a lot of tnrk, you must keep records of your 
business expenses and Inoans on a dally, weekly, nonthly, quarterly and 
yearly basis. 

Information provided by good records Includest 
An accurate, current assessment 
— of sales 

—of operating costs 
—of fixed costs 
—of variable costs 
—of Inventory levels 
—of credit totals 

Data to assess growth 

— conpared to previous year(s) 
— ccnpared to goals 

A basis for comparing the performance of your business with the 
performance of similar businesses 

Data for financial statements for Investors and creditors 

Information to pr<Bpare and substantiate 

—tax returns 

— govermnnt reports 

Control method 

—for stock levels 
—for Inventory 

fron HQmi BitF«ipf«m«>iiPwhin» Tn«f i.ii«»tlftn«l 
IhtarUU in thm r^^at Ion of a ftmll 

aiglnft«« fwm thm wmm^ sUsan F. Wels and 
Kay 8. 0*Brlen, Pennsylvania Department of 
Education, Bureau of Vocational Education, 
Harrlsburg, PA, June, 1983. 
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Plan For The Future 



Information on future buiinoti needs can be obtained front 

Directory of BusineUi Trade and Public Organisation 
Office of Advocacy 
Washington, TC 
(202) 653-6533 



Secure Information to Keep Current 



Secure trade publicatims that are related to a particular area. 
Information and addresses can be obtained frcm related magazines and trade 
journals. Cbntact local vholesale coopanies and businesses. 



Write Sales Receipts 



Sales receipts are available from local business supply stores, New Bigland 
Business Supply and Drnrlflg Board, Oil las, IX. 



Complete Purciiase Orders 



The Puiffthaiift fh»fter 

Ihc purchase order is used to order goods from suppliers. The order form 
mist supply some necessary infonnationt 

name and address of the supplier 

name and address of the purchaser's business 

purchase order nunober and date 

required del ivery d&te 

delivery method 

quality, quantity and description of units or itans 
cost of each unit 

subtotal cost of each category ey of units 
freight 

total cost of entire order 

from BQOA_S&i£fifiCfiDeil£Ahi&l Inairugtioniil 

Buain«.«ii frani thm Hamft^ Susan F. Wsis and 

K^f S. 0*BrieEi, Pennsylvania Departmoit of 

KrtiinatiQn, ftitflMijgfJfafiitloPSLEducatlo^^^^ 

Harrisburg, PA, June, 1988. 
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Sample of Purchase Order Form 



HBCIASB CBDSR 



Ship tbt 6<tny<m/ ^iWyi 

^53 5. 51^ ^ 



Quantity 



Purchase Order No.i /A-S" 

Required Delivery Dutei RJbi lg,i9tt> 
Ship Vim V-S. ftAXflg, 



Ihit 



Description 



llhit Gbst 



Total Cbst 



dried floMBPa 



1.20 



potpourrt 



-MS 



signature : Qusus^Mit^ /)^Ua/1 



Subtotal 
Tax (6%) 
Total 
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Recordkeeping Systems - Small Store and Trade Service 



Thlt Small Bualneat Bibliography, No. 15 Recordkeephig 
Systems— Sinai) Store and Service Trode. b a ravition and 
raplacas all provioiM editions. The systems are listed In 
two sections: ^'Systems DesiRned for Use in any Retail or 
Service EstablishmHntH" and "Systems Designed for Use in 
Specific: Rntail and Service Trades.* Publishers and others 
may submit to SEA infiurmation about new systems in this 
field and changes in listings prosently included, for 
consideration when this Bibliography is again revised or 
reprinted, The author of the introductory article, Natiian 
H. Olshan. CPA« is a partner of Olshan ft Olshan, Certified 
Public Accountants in Washington, D.C. Systems listings 
for this Bibliography were prepared by staff me irs of 
the Support Services Section. 



Recordkeeping 

This publication contains a list and brief description of 
rncordkucping systems which can be used by operators of 
small retail and service trade establishments. It is intended 
primarily fur proprietors of very small businesses who are 
interested in obtaining a set of records which can be 
maintained by persons with little or no experience or 
training in booklceeping or accounting. The systems listed 
can be kept by the small business owner or by an employee 
with ordinary clerical ability. It would be advisable, 
however, to thoroughly understand the system before 
undertaking to maintain it. This can be accomplished by 
having an accountant review and teach the system to the 
one who will maintain it. 

The Importance of Recordkeeping 

For the individual just going into business, experience 
clearly indicates that an adequate recordkeeping system 
helps increase the chances of survival and reduces the 
probability of early failure. Similarly, for the established 
business owner, it has been clearly demonstrated that a 
good recordkeeping system increases the chances of 
staying in business and of earning large profits. 

How do accounting records decrease the chances of failure 
and increase the likelihood of staying in business and of 
earning larger profits? 

This can best be answered by listing some of the 
information a simple but adequate system of records can 
furnish: 

How mui h business (cash and credit) am I doing? How 
much is tied up in receivables? 

How are my-€ olI e ction 8?A Vhat are m y4ossesfe>ro^redit 

sales? Who owes me money? Who is delinquent? Should I 
. continue to extend credit to delinquent accounts? How 



U.S. Small Business Administration 

soon can I anticipate realizing a return on my accounts rit- 
cHivable? 

How much cash do I have on hand unci in thj hank? 1)(mj.s 
this amount agr^e with whut rocords toll nu? I shi)uUI \m\ \\ 
or is there a shortage? How much is mv invn.slmnnt in 
merchandise? How often do I turn ovor mv inventdrvi" 
Have I allowed my inventory to become oi).s()h!tHy 

How much merchandise diii I take out of mv stcirr tor 
personal or family use which affects my gross profit calcu- 
lations? 

How much do I owe my suppliers and othor cnMiitnrs? 
Have I received iill ot my outstanding criMiits lor n?tiirniMl 
merchandise? 

How much gross profit ImdrginI did I ndrn? 

What were my expenses, including thosi* not riMpiinim 
cash outlays? 

What is my weekly payroll? Do I have admiuatn payrnll 
records to meet the requirements of Workers Compen- 
sation. Wage Hour Laws. Social Security. I inenipioymeiit 
Insurance and Withholding taxes? 

How much net profit did I earn (and how much resuUiuit 
income taxes will I owe)? 



What is my capital: that is» of my total assets, how much 
would be left for me after paying my creditors in full? 

Are my sales, expenses, profits, and capital showing 
improvement or did I do better last year than this? How do 
I stand as compared with two periods ago? Is my position 
at)out the same, improving, or deteriorating? 



On what lines of goods or in what departments am I 
making a profit, breaking even, or losing money? 



Am I taking full advantage of cash discounts for prompt 
payments? How do my discounts taken compare with my 
discounts lost? 

How do the financial facts of my business compare with 
those of similar businesses? 

Racordkoeping and Sound Management 

When4he4msiness^wne r can an sweHhesrOTd stnrifar — 
questions it is known whether something is wrong, and. if 
so» what has caused unfavorable conditions. By knowing 
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(hat .sulfts declines or sales of unprofitable items, slow 
collections, overinvestment in inventory, or that rising 
i^xpnnsas are trouble areas* corrective action can be taken 
that will do the most good. By spotting these trouble areas 
promptly, correction can be attempted before serious or < 
permanent damage is done. 

tt is practically impossible to negotiate for a business loan 
from a bank without properly prepared financial 
statements. It may even be difficult to secure credit in any j 
form without statements. Bankers and other credit grantors 
need to study the business owner's balance sheet and ' 
income statement in order to decide whether credit should , 
be extended. Sometimes audited financial statements are 
required; the recordkeeping system must provide the basis 
for these statements. ' 

Government Requirements 

Probably equally as important as the management and ] 
credit importance of financial statements, is the , 
n?quirement by Federal and local Government agencies for ^ 
ade(|uute records. The responsibility for maintaining | 
records and proving their accuracy falls on the taxpayer. , 
Federal and local income taxes, payroll taxes, sales taxes, 
pnrsonal property taxes, and an increasing number of other 
laws and regulations require certain reports which are 
nasier to prepare and substantiate if the figures are 
organized by a good recordkeeping system. 

Records backing up Government requirements must be 
available during the audit period. Record retention will 
depend upon the Statute of Limitations set forth by local 
and FHcieral law. It is important to consult an attorney as to 
the requirements of governing statutes. Because of the 
cumulative volume of required records, storage and 
rotrinvdl can become burdensome. Many business owners 
are mif:rofilminK their old records, and microfilming 
service centers are being called on to solve this problem. 

Types of Recordkeeping Systems 

A number of "one-book*' recordkeeping systems are 
dVciiiahle. Some are prepared with instructions and forms 
designed for specific kinds of busine.ss; while others are for 
small business use in general. In addition to 
the systems listed below, some trade associations, 
manufacturers, and wholesalers offer specially designed 
recordkeeping systems to their dealer customers. These 
sy.stems. as well as the ones listed in this publication, are 
prepared to meet the general recordkeeping needs of a 
large variety of retail and service trade establishments. 
The owner of a business v/ill often find it desirable to 
obtain specialised absistance to help adapt such systems 
to^s pecial requ irements. 

The Role of Public AccOKintants 

The installation of accounting systems and the preparation 
of tax returns is a service commonly rendered by public 
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accountants. These professionals are listed under 
appropriate headings in the yellow pages of any local 
telephone directory. For complete listings* you may 
request membership rosters from the American Institute of 
Certified Public Accountants. 1211 Ave. of the Americas. 
New York. N.Y. 10036 and National Society of Public 
Accountants. 1010 North Fairfax Street. Alexandria. VA 
22314. Phone (703) 549-6400. 

Public accountants also render many accounting services, 
such as auditinjj. preparation of reports for Government 
agencies, tax planning, analysis of financial reports, and a 
variety of specialized management advisory services. 

U.S. Small Business Administration 
Publications 

Many of SBA*s management publications discuss the 
necessity for keeping adequate records and the services 
available from public accountants. Most of these 
publications are slanted toward a certain phase of business 
operation or a specific kind of small business. 

Listings of currently available publications may be requested from SBA. 
P.O. Box 1S434. Ft. Worth. TX 761 19. Ask for list IISA Free Publications 
and USB For-Sale Publications. 

Examples of relevant publications include: 

Accounting Services for Small Service Firms (MA 1.010) 
Keeping Records In Small Business (MA 1.017) 
Association Services for Small Business (MA 7.002) 
Free. Listed in USA. 

A Hondbook of Smalt Business Finonce. Small Business Management 
Series No. IS. For sale. 11 SB. 

Financial Recordkeeping for Smolf Stores. Small Business Management 
Series No. 32. For sale. 11 5B. 



Keep Records For Tax Considerations 



"Due GbnsiderfttioMi 

Ihing Your Home m a ftialnoaa Tiwpi»nm» 

If you use your home as the loeation for your business, you are allowed to 
charge a pro-rated amount of the costs for operating and oaintainirar your 
home as a legitimate business expense. 

To take a deduction for using part of your heme in business, that part must 
be used "exclusively" and "regularly" 

As your principal place of business. Factors to consider in deciding 
if your home is your principal place of business include the total 
time you regularly spend doin^ yovr work there, the degree of your 
business activity there, and th^ relative amount of income you get 
from doing business at home. 

As a place vdiere you meet or deal with your patients, clients, and 
customers in the normal course of your trade or business, even though 
you may carry on business in another Hocation, or 

In connection with your trade or business, if you are using a separate 
structure that is not attached to your house or residence, such as a 
gargage, barn or studio. This structure does not have to be your 
principal place of business or t!r:e place where you meet clients, 
customers, or patients. 

You must keep records that provide infoiration needed to figure your tax 
deductions. You should keep all evidence of expenses paid on your hone. 
You must be able to show the part of your home used for the business, that 
you use it occlusively and/or regularly, and the amount of depreciation and 
other expenses for keeping up your business. 

"Exclusive use" means that you must use a specific part of your hone only 
for the purpose of carrying out your Icr»d3 or business. If you use part of 
your home as your business office and also use it for persoial purposes, 
you do not met the evilusive use test. 

"Regular use" means that you use the exclusive business part of your hone 
on a continuing basis. Ihe occasional or incidential business ufie of a 
part of your home does not meet the regrular use test even if that part of 
your home is used for no other purpose. 



ERIC 
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Tm exceptions to the aelusive use test are: the use of part of your hone 
for the storage of inventory, and the use of part of your hcnoe as a da> 
care facility. However, you nuit regularly use a part of your heme for 
these purposes. 

Storage of Inventory 

You may dcJuct ocpmses if you meet the following IBS tests t 

Hie inventory must br kept for use in your trade or business. 

Your >rade or business must be wholesale or retail selling of 
products. 

Your hone must be the only fixed location of your trade or 
business. 

Hie storage space must be used on a regular basis. 

The space used must be sq>arately identifiable space suitable for 
storage. 

Dg^ Care 

You may deduct cocpenses if you meet the following IBS tests: 

You must be in the trade or business of providing dey care for 
children, for persons 65 or older, or for persons who are 
Physically or mmtally unable to care for thennselves, and 

You must have applied for, been granted, or be exempt from having 
a license, certification, registration, or approval as a day care 
caiter or as a family or group day care hone under any applicable 
state laws. 
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Fignring Ugflga of thA ttwi* 

Some of the expenses of operating your business from your hone are figured 
on the area-usage basis, and others are figured wf ch the time-usage basis. 

Area Baal a 

Divide the area used for business by the total area of your hone. 

For exannple/ if 120 square feet is the total area of your hone that is used 
for the business » and 1,200 square feet equals the total area of your hone, 
then ten percent of your hoaxi is used by the business: 

120 sq. ft. . .Q^ 
1,200 sq, ft. 

The percentage rate you get after you divide the area of your business by 
the area of your hone is nhat you use to figure your business expenditure 
deductions. 

Time-Usage BftB in 

Oonpare the total time you use the business area to the total time that 
particular business area of your home can be used for all purposes. This 
can be conputed by either eonparing the nuai>er of hours the space is used 
for business purposes in a iveek (168), or you may conpare the hours of 
business use for the tax year with the nunber of hours in your tax year 
(8,760). 

For example, you use your basement to care for children on an average of 8 
hours a day, 5 days a week. During the other 16 hours, the fonily can use 
the basement. lUring the year, you use your basonent as a day care 
facility for a total of 2,000 hours (251 days x 8 hours). The basement can 
be used 8,760 hours, (24 hours x 365 days) during the year. Only 22.92 
percent (2,000 divided by 8,760) of the expenses of : >ur basement are 
business expenses. You may deduct 22.92 percent of suty c^^rect expenses for 
the basement. However, only 22.92 percent of the base en- part of your 
indirect expenses are business expenses. If the basemr <t is 25 percent of 
the total area of your home, you may deduct 5.73 percent (22.92% of 25%) of 
your indirect expenses. 

Day care facilities must figure their deductions using the time usage 
basis. 
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There is one overriding rule on home business expensest jmr total 
deduction for busineii use of your home cannot be more than the gross 
income you derive from the business use of your hone. In other words, you 
may not have a loss resulting from the business use of your home. 

1. Direct Expenses 

Expenses directly related to the business use of your hone are fully 
deductible, unless it is used for day care services or for some other 
less-than-exclusive use. 

2. Indirect Ejqpenses 

Expenses you have for keeping up and running your entire heme, 
benefiting both the business and personal parts of your heme, are 
indirect expenses. Usually, real estate tar.es, mortgage interest, 
casualty losses, rent, utilities and services, insurance, and repairs 
are indirect CKpenses. The business part of these expenses is 
deductible. 

Indirect expense deduetioos are figured by multiplying indirect 
expenses by the percentage of your hone used for the business. 

Exanplet Utilities ^ |6,000 per year, 

and you use lOX of your heme for business. 
$6,000 X lOX * $600 

Six hundred dollars is the alloMable business deduction. 

3. Depreciation 

Depreciation is another indirect expense but it is handled differently. 
Capital expenditures and depreciation imy be figured in different 
ways. 

Accelerated Gbst Recovery System {iCB8) 

For any property placed in use after 1980, you must use the MUtS, 
Using ICB8, tangible property is depreciated using three-year, 
five-year, ten-year, or fifteen-year recovery periods, depending on the 
type of property being depreciated. Homes fall into the ten-year or 
fifteen-year class, and most other business assets used will fall into 
the three or five-year classes. 

The deduction is figured by nultiplying your "unadjusted basis" in the 
property by a specified percentage. (The "unadjusted basis" is 
basically your initial cost with no adjustment for depreciatim.) The 
percentage varies from year to year during the recovery period. There 
are also options to take longer recovery periods under an alternate 
ACBS method. For further details obtain a copy of IBS publication 587, 
"Business Ubc of Tour Home" by calling 1-800-542-7890. 
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straight Line Depreciation 



If you purchased your hone before 1980, you will normally use straight 
line dspreeiation. This is figured by multiplying the lesser of the 
"adjusted basis" of your hone or its fair market value at the time you 
change it to business use (excluding land value), by the part used for 
business, then dividing by its useful life. 

To figure the "adjusted basis" at the time you change your heme to 
business use, you add your original costs, plus any capital 
improvements, and subtraet any deductions you may have claimed on the 
home. You must deduct the cost or value of the land, because land is 
not d^reciable. 

Exannplet You bought a home for $55,000 with land valued at $10,000. 
You use 10 percent of your heme for business and estimate that the 
useful life of your home is SO years. Your business depreciation is 
$150 per year. 

(55.000 - in^QOO) , 1Q9C s $150 

30 

NQQEt If you sell your home after taking a business deduction on the 
dq;>reciation, you must recognize any capital gain or loss on that 
business portion regardless of whether you buy another heme or not. 

Tax booklets are available from the IBS toll free Zenith 3700. 

from Oiertttiny a Ham R»«in«n»ii In 
Hhahlnyton stafA, Vhshington State Office 
of apoRll Business, 101 General 
Adninistration Building, Olynpia, m 98504, 
May, 1985. 
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Collect Local Sales Taxes 

Oontact your local, city or toim government concerning any local sales tax 
and a sales tax ninber. 



Pay Social Security Taxes 

Oontact the IRS for infonnation booklets. Toll free Zenith 3700. 

Complete Personal Income Tax Forms 

W-4 and W-2 forms are available from the IBS. Ibll free Zenith 3700. 



.99 



I III4U U>S,lndMduilliK»iiwTaxRrt^^ Tlg)85|<o> 

fgSiaSljSgllSiSS^^ . 1965. tnding 

YourfirMnamt«ndMIM(ifioimrftum.alM^ LMtnamt 

John & Hary Dough 



,19 



0MB No. 1545^74 



OllMr. 



ortypt. 



Prmnt hom M m m (miiiibtr and Slrc«t Mudkig ■pMtmtnt numbtr. or rural routt) 

2245 Flour Street 



CKy. town or pott omet. Mt. and ZIP €od« 

Loaf^ Alaska 



99XXX 



Caw»a»p r if joint ratum, does your spoust want $1 to go to this fund?. 



HiiRfSfialus 

Check only 
onttxM. 



1 
2 
3 
4 



Your Mcloi tocuHty numbor 

YYY iVY lYYYY 



Spouio'i oodol locurtty mimbor 

ZZZ IZZ iZZZZ 



Youroccumtion Baicer-5e1 i bwp [ eyed 

Spowttoccupition HOt COOKIe 




not change your tmt or 
^0 I rodueoyourrofund. 

SifVit I For Privacy Act and Paptrworit R<daction Act Noticf , iw Initructioni. 

Marriad fiUngiofnt ratum (avan if only ona had incoma) 

Marriad fHiacaipsiata ratani. Catar spaaaa't social amrlty ao. abova aad fuN noma hara. 



Haad of houaahoM (with quallfyine poraon). (Saa paga 5 of Instnictlona.) If tha qualifying parson is your unmarried child 

but not your dependant, write child'a name here 

QualifyinBwidoa<er)withdependemchildCvearspousadied»19 ). (See pit 6 of Instructions.) 



Exemptions 

Always check 
the KMX labeled 
Yourself. 
Check other 
boxes if they 
apply. 



6a 1^ I Youraalf 

b l!^ I Spouse 

c rirstnamaaofyour 



e 



65 or over 
65 or over 
childran who Hved with you. 



Blind 
Blind 



d RrstnamesofyourdapendemchlldrenwhodldnotlhrewithyM 



e Other dependents: 
(DNiMi 


(2)Rilitioatbip 


bynrlaM 


(4)0MdipHM 
$1,041 or nmr 


(S)CMynpniiai 
MittkaimMif 























f Total number of e«emptiona claimed (also complete line 36) 



) Eatsrniiinbiror 

^ oseiandb ► 

IEntirauflibir 
ofcHMnii 
NstidoaSc ► 

ICntsraumbir 
ofcMnii 
liitsdoa6d ► 



Incofflt 

Please attach 

(^B of your 
Forms W-2. W-2G. 
and W-2P here. 

If you do not have 
aW.2. see 
Mge4of 

Instructions. 



7 Wages, salariea. tips. etc. (Attach Form(8)W-2.). . 
S lnterestincoma(MfoaftadiScned(//^a/foMf|4a09 

9a Divkjends(MoaMachScA«Ma^oiarf4^^ 

c Subtractlina9bfromline9aandentertheresult. . 



Eater aanbsr 
ofellMr 

di |i iiids «ti ^ 

Add nviabirs 
cntifidlii 
bosnabow ► 



□ 
□ 



, • 9b Exclusion . 



10 Taxable rehjnds of state and tocal income taxes, if any. from the worksheet on page 9 of Instructions. 

11 Alimony received 

12 Buainettincomaor(k)as)(;iffechSdMdul^Q 

13 Capital pin or (lou)MMISc(MC«ulbO; 

14 4()% of capital pin dMHbiltkms not reported on line 13 (see pi|[e 9 of In^^^^ . . . . 

15 Othergainaor(lMis)(MtecfiFonn479;7 

16 Fullytaxablepensiona.lMdiatributiona.andannuitiesnotreportedonlinel7(seepa^ . 
17e Other oenslona and annuitiaa. including rolliivara. Trtai rmt^tAymd I I I 



11 



13 



Please 
attach check 
or money 
order here. 



b Taxable amount, if eny. from the wortisheet on paga 10 of Instructions 

18 Rents, royaltlea. partnerships, aatatea. truats. etc. (attach Schedule £) 

19 Farmincomeor(loaa)(MeecfiScnedM/9 

20e iJnamploymentoompensation(insurence).Totalreceived . . 1^1 



b TaxaWeamount.ifeny.fromthaworksheetonpffgalOof Instructions. 
21e Sodalaacuritybenefits(aeepaga 10). Total received. . . . I I 

b Taxable amount, if any. from worksheet on paga 11. | 
22 Other income (MtmMdaaiMit--iii pap 11^ 



Alaska Permanent Fund Dividend 





23 


Add lines 7 throush 22. Thia Is vour total bieeme 






Adjustimnts 
tolncomt 


24 


Moving expense (ettaeh Fom 3903 or 39030 


24 






25 


Employee buslneu expenaes (atteeh Fom 2106) 


25 






26 


IftA deduction, from the worksheet on page 12 


26 


2.250 


DO 


(See 

Instructions 


27 




27 






26 


Penalty on early withdrawal of aavir^ 


26 






on paga 11.) 


29 


AllmonvaaklfiadibariMaaM ^ 












fMlaiiitMffHya^ < 1 1 J 










30 


Deduction for ii married Miple When both work(^^ 

Add lines24throuih 30. Thasiairevourtetei adluaUiienla > . 










31 







2,000 



31 



2.250 



50,750 



Q0_ 



00 



00 



00 



00 



fown 1040(1905) 



Tax 
Com 
taNon 



(Sm 

Instructions 
onpagtia.) 



S3 Amount from Hnt 32 (odiustod gross incomo) 

34o H you itomiss. attach Schodulo A (Form 1040) and smor the amount from Scho^ . 
CauUiii: If yoM havo uQaamad Inoomo and can bo daimod as a dapandont on your iMronts' 

ratum. chock haro ^ D andsoaMtl3of instructions. Also saopafs 13 if you aromarriad 
filing a saparali ratum and your spouso itamlm doductions. or you ara a dual-status alian. 

h If you do not itMto but you madacharllabia contributions, eritar 

your cash contiibuUuns hart. (If you gavo $3,000 or mora to any 

onao9iBnMlon,aaapa0al4.) . 



c 
d 
o 

39 
36 
37 
33 
30 



34h 


50 


00 


34c 






3M 


50 


)0 



Cntaryournoncaahcofitrlbutionafloiwarfiltwi/^ywtfiiygia^ 

Addlinaa34band34c.Entarthatolal 

Divida tha amount on Kna 34d by 2. Enlar tho rasult haio 

Subtract lino 34a or Una 34o, lahi ch aw appHas. from lina 33 

Multiply $1,040 by tha total numbar of aaam p bon s claimad on Una 6f (saa pi^t 14) 

T a Ma Ma bic a a i a. Subtract lina 36 from lina 35. Entar tha rasult (but not Ism than aaro) . . . . 
Entartaxharo.ChackiffromffiTaxTabla. □ TaxRataSchadulaX.Y.orZ.or □ SchaduloQ 
Additional taxas. (Saa paga 14 of Instructions.) Entar hara and chack If from D Form 4970. 
□ Form4972. or □ Form 5544 



40 Add Unas 38 and 39. Entar tha total . 



Credite 



(Saa 

Instructions 
on paga 14.) 



41 
42 

43 
44 
45 
46 
47 



4f 

50 



Oadit for chiM and dapandant cara axpaiisas (sttach Form 2441) 
Cradit for tho akSarly and tha parmanantly and totally dlMblad 

(9tt9eh $ch§duh R) , ' 

Rasldantial anargy cradit faftadi Form 5695j 

Partial cradit for political contributions for which you hava racalpts 
Add linas41thnNig|h44.ThasaarayQur total parsonalcradits . . 
Subtract Ilna45 from lino 40. Entar tho rosutt (but not lau than mo) 



41 






42 






43 






-Si. 







3,000 



00 



Othor 

TllXM 

(Including 

AdvancaEIC 

Paymants) 



51 
52 
53 
54 
55 
56 



Foraign taxcradlt(Mtedi Form iii6j 

(Sanaralbuslnatt cradit. (^hack if from D Fomi3800. 
□ Form3468, CB Fonn5884. □ Fonn6478. *. . . 

Add Unas 47 and 48. Thasa ara your total businasa and othar crsdits 

Subtractllna49fromllna46.Entartharasult(butnfltlassthaniaro) ► 

Salt -amptoymant tax (attach Sdmfuh $C) 

Altamatlva minimum tax (attach Form S251) 

Tax from racaphira of invastmant cradit (attach Form 4255) 

Social sacurity tax on tip incoma not raportad to amptoyarfareacA Form 4i37> 

TaxonanlRA(;tttac/iFomi5329; 

Add Unas 50 through 55. This is your total t« ► 



Paymmli 



Attach Forms 

W-2.W.2G. 

andW.2P 

to front 



Rtfund or 

Amount 

YouOwi 



57 
58 
58 
60 
61 

62 
63 
64 

65 
66 
67 
68 



FadaralincomataxwithhakI 

1985 astimatad tax paymants and amount applM from 1984 return 

Eamad incomo cradit (saa paga 16) 

Amount pakJ with Form 4868 

Excau social sacurity tax and RRTA tax withhakJ (two or mora 

amployars) 

Oadit for Fadaral tax on gnolina and spadal fuels (MM Ana 41M) 
Ragulatod bwaatmant (^pany cradit (attach Form 2439) . . . 
Add Unas 57 through 63 . Thasa ara your total paymawta ► 

lfllna64lalargsrthanllna56,antaramountOVniPMD ► 

Amountoflino68toboREFUNDCDTOYOU ► 

AmountofHna65tobaapplladtoyourl886astimatadtax . . . ► I 67 I I 



87. 






H. 


12,000 


00 


». 






fo 






61 






«. 













If Kna 56 is laigw than Una 64. antar AMOUNT YOU OWC« Attach chsck or monsy ordsr for fuN amount 
PViMtto"imwmlRm«H»S««in/'WHtoyourMcialaMuritynuin^ . ► 
Omk> □ WFo>m2210(221COItaMadwd.SwpMil7. NmW« $ I 



m 


25 


)0 


as 


50,725 


)0 


3C 


2,060 


)0 


37 


48,645 


So 


38 


12,744 




39 






40 


12,744 


90 



12,744 )g 



m 


3,000 


00 


n 


d;744 


00 


n 


3,039 


40 


n 






ri 






n 






171 






m 


12,783 


40 



12,000 



00 




PIfase 

Slin 

Hfrf 



Undar psnaltiss of parjuiy. I da cls rs that I hava tsaminsd this rstum and a c comp a nying schsduisi and slat a m an ts . and to tha bast of my knowMjgs and 
baliaf « thsy ara tnia. conact. and compMi . Oadanrtion of pfsparsr (olhsr than tsspaysr) is bSMd on all InforniaOon of ivhlch prsparsr has any luMwIsdgi' 



► 



Yoursignatura 



► 



Spouia*s slgnabNa (if lumglointly. BOTH mutt sir) 



Paid 
Propi 
UioOgly 



sighatura 



Finn's nama (ar^^^ 
youri, If salfomployad) 



E 



Chscmf 
laW smployad 



□ 



Prspifar's social lacurity no. 



CI. No. 



apcoda 



ERIC 



taamaaciwfli t isss*4aMii ii naniaia 



SCHEDULE C 
<Fonn 1040) 

OipMtiMnt of tht Treasury 
InteriMl Revenue Service (0) 



Profit or (Loss) From Business or Profession 

(Solt Propri«torthlp) 
PirtMrthlps, Joint Vonturttt otCt Mutt Fito Form 106Se 
Attach to Form 1040 or rorml04L > SooliMtmcttOM for SclioduloC(Fomi 1040). 



OM8N0. 154S-0074 
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Namt of proprietor 

John Dough 


Sodel securtly itumtotf 

YYY YY YYYY 


A Principal business or profession, including product or tervioo (see Instructions) 

Bakery ~ Bread 


B Principal bus 


iness code from page 2 



2245 Flour Street, Loaf. Alaska 99XXX 



F 
Q 



Method(s) used to value closing inventory: 

(!)□ Cost (2)l!& Lower off cost or market (3)D Other (attach explanation) 

Accounting method: (1) flO Cash (2)0 Accrual (3)0 Other(speci^) ^ 

Was there any change in determining quantities, costs, or valuations between opening and dosing inventory?. 
If "Yes," attach explanation. 

Did you deduct expenses for an office in your home? 



X |X !X|X I X|X 



income 




1 a Gross receipts or sales 


la 


166.900 


OP 




lb 


578 


QO 


c Subtract line 1 b from line la and enter the balance here 


Ic 


166.322 


00 


2 Cost of goods sold and/or operations (from Part Ml, line 8) 


2 


42.500 


00 




3 


123.822 


GO 


4 a Winof all Profit Tax Credit or Refund received in 1985 (see 1 nstructions) 


4a 








4b 






5 Add lines 3. 4a. and 4b. This is the gross Income ^ 


S 


123.822 


00 


■fiOlll Deductions 







6 Advertising 

7 Bad debts from sales or services (Cash 
method taxpayers, see Instructions) 

8 Bank .ervice charges 

9 Car and truck expenses 

10 Commissions 

11 Depletion 

12 Depreciation and section 179 deduction 
from Form 4562 (not included in Part III 
below) 

13 Dues and publications 

14 Employee benefit programs . , . . 

15 Freight (not included tn Part III below) . 

16 Insurance 

17 Laundry and cleaning 

18 Legal and professional services . . . 

19 Mortgage interest paid to financial 
institutions (see instructions) .... 

20 Office expense 

21 Other interest 



250 


00 






72 


00 


800 


do 










5.000 


00 


200 


00 


1.200 


00 


10.000 


00 


6.000 


00 


4.000 


00 


4.000 


00 


12,000 


00 


ICO 


00 







22 
23 
24 
25 
26 

27 
28 
29 



30 
31 



Pension and profit'Sharing plans . . 
Rent on business property .... 

RefMlrs 

Supplies (not Included in Part III below) 
Taxes (Do not include Windfall 
Profit Tax here. See line 30.) . . . 
Travel and entertainment .... 

Utilities and telephone 

15,000100 







9.600 


00 


200 


00 


500 


00 


800 


00 






6.250 


00 



a Wages . 
b Jobs credit 
c Subtract line 29b from 29a . . . 
Windfall Profit Tax withheld in 1985 
Other expenses (specify): 

a 

b 

c 

d 

• 

ff 

8 



15,000 00 



32 Add amounts in columns for lines 6 through 31g. These are the.totaldeducUoiis ► 



32 



75.972 



33 Net profit or (loss). Subtract line 32 from lirte 5 and enter the resuK. If a profit, enter on Form 1040, line 12, 
and on Schedule SE. Part I. line 2 (or Form 1041. line 5). If a loss, you MUST flo on to line 34 



33 



47,850 



00 



34 If you have a loss, you MUST answer this question: **Do you have anrKNints for which you are not at risk in this business (see Instructions)?" Q Yes Q No 

If "Yes." you MUST attach Form 6198> If "No," enter the loss on Form 1040, line 12, and on Schedule SE, Part I, line 2 (or Form 1041, line 5). 
■ifiMiii c ftgt of Goods Sold and/or Operations (Soe Schedule C Instructions for Part III) 



1 Inventory at beginning of year (if different from last year's closing Inventory, attMh expianation) . . . 

2 Purchases less cost of items withdrawn for personal use 

3 Cost of labor (do not include salary paid to yourself) 

4 Materials and supplies 

5 Othercosts 

6 Add lines 1 through 5 * *. ' 

7 Less: Inventory at end of year 

* Cost of goods sold and/or operations Subtract line 7 from line 6. Enter here and In Part I. line 2. above. 



1 


6.000 


00 


2 


42.000 


00 


3 






4 






S 






6 


48.000 


00 


7 


5.500 


00 


8 


42.500 


00 


Sch«dul*C(F«rml040] 


flMS 



l02 



ScHtduteC (Foww 1040) 19SS 



Codts for Principal BusIrms or Protassloml Activi^ 

Review the major business categories listed in Stop 1 and find the 
one which best describes your type of business or professional 
activity. The appropriate category will direct you to specific activity 



codes in Step 2. Select the activity code that identifies the business 
or profession that is the principal source of your s^les or receipts. 
Enter this 4 digit code on line B on page 1 of Schedule C. (Note; if 
your principaf source of income is mm farming activities, you 
should file Schedule F(Form 10401 Farm Income and Expenses.) 



Stopl 

Maiora«iilntMCatttorlM AdMtylPi 

StepT 

ProductiOA (construction, monufaeturini. mMns). Mudins 

CM$tom or contract production ftrvictt A 

AgncutturalMnncM(tNClutfinsfam)ifig),tarMtry,andfiMv . • . ■ 
WholtsaNr tradt^MNing foodt you d» not prodiioo to 
butmtsaos and mttftuttom, indudins Mits to profiiiionol 
practiCft and for farm production C 

RMaiUradt--M<hag foodf you #• not prodiici to Mlvitfuils and 

Itouttholdt 0 

Strving food or dnnk D 

Rtal tttato» inturanco* financt, and raiatod Mrvicat C 

Transportation, communications. pul)lic utilititt, and iilatid 

strvicos r 

Providing ptrsonal, profossionat and busintst snrvicM not 

includad m tha abOM catagohas 0 



Stop 2 

Production (Including 
A Custom or Contract 
Production Services) 

Cod9 

Conatmctlon and kuNdleg tradaa 

0018 OptrativtlHiildarf(lMiadingforown 

Kcount) 

Gtnaral contractort 

0034 RasidantialtHiilding 
0059 NonrtsidtntialtHiildIng 
0075 Highway and strttt construction 
3889 Otharhtavy construction (pipt 
laying, brtdga construction, ate.) 

BulMIng trada contractort, 
Indudmgrtpalrs 

0232 Plumbing, haating, air vonditioning 

0257 Painting, paptr hanging, dacorating 

0273 Elactricaiwork 

0299 Masonry, plastariM,stona. tilt 

0414 Carpantaring and flooring 

0430 Roofing and shaatmatalworH 

0455 Concrttawork 

0471 Watarwalldnlling 

0885 Othtr building trada contractors 
(excavation, damoiition, ate.) 

Manufacturing, Including printing 
and publishing 

0612 Bal(artas sailing at retail 

0638 Other food products and bavaragas 

0653 Textile mill products 

0679 Apparel and other textile products 

0695 Leather, footware, handbags, etc. 

0610 Furniture and fixtures 

0636 Lumber and other wood products 

085 1 Printing and publishing 

0677 Paper and allied products 

0693 Chemicals and allied products 

1016 Rubber and plastics products 

1032 Stone, clay, and glass products 

1057 Primary metal industries 

1073 FabncatedmeUi products 

1099 Machinery and machine shops 

1115 Electric and electronic equipment 

1313 Transportation equipment 

1339 Instruments and related products 

1883 Other manufactunng industries 

Mining and nilnaral extrscHon 

1511 Metal mining 

1537 Coalmining 

1552 Oil and gas 

1719 Quarryingandnonmetallic mining 



B 



ERIC 



Agricultural Services, 
Forestry, and Hshlng 

1917 Soil preparation sanficas 
1933 Cropsenrtcas 

1958 Veterinary sarviCM« including pets 
1974 Livestocl(breadiM 
1990 Other animal serwces 
2113 Farm labor and managenMnt 
n, ■ servicas ■ /. 

12 Horticyltuftandlandscaplng , 



Coda 

2238 f9rtMry.aMopt logging 

0836 Logging 

2279 FifliSng. hunting, and trapping 



r Qoods to Other 

BusiMseeSi Qevefnmenl, 
Of InsUlutlonsii etc 



flMMMSsi 



2618 SolNneforywownaoM 
2634 Agent or broker hN oUmi firms— 
ntoie thin 90% of gMS salas on 

comntiulon 

IMS, ihMm vmiiHw^ 

2659 Sailing ^^n^^^^^l^l^!!^ 
2675 Agent or brolMr for other flrmS'"* 
more than SOU of g^ salM on 

' oommlialon 



D Qoods to bidlvMiMls 
aHia nouswiONS 

3012 S ailing dpo M»door, by 

talephonp or ptity pan* or from 
mobile unit 
3038 Catatag or mailorder 
3053 Vending macMnoiaWng 

SeWng Freni Store, 
Stiewreeni, or OUmi Fixed 
UeitkNi 

Pood, beveragM, and drug! 

3079 ' Eating places (maola or snada) 
3095 DrlnlUngplacos(alcoholiG 



3210 Qrocflfystortt(ganerallina) 

0612 Bal(arlassallif«at retail 

3238 Other food stores (maati produce, 

candy, etc.) 
3251 Liquor stores 
3277 DrugstOTM 

AuAaniatlva Mid aarvlaa alatlena 

3319 f^ car dealers (franchised) 

3335 Used car dealers 

3517 Other autfww^ daa^ ^ 

(motorcycles, recreational vehidest 

ate.) 

3533 Tires, aocasaorlet. and parts 
3558 QMoNna service stations 



3715 Varlatys^ 

3731 Other aaheral merchandise storea 

3756 ShoaMei 

— i » ... 4fc tmm - ^ 

j/fc Mona arKiiioys doming sioraa 

3913 Womena*raady4e*weer storea 

3939 Family dothiff st oma 

39S4 Other appafol and eoteaaory storea 

3970 Fumlturtitores 

3996 TV. audio, and elodronics 

iwi Mmiaohnlil MWianfa rtfMM 



mm 



Gccia 

4317 Other homefumishing stores 
(china, floor coverings, drapes, 
etc.) 

4333 Music and record stores 

euSdln^ liardware« and garden 



ai6 BuHding materials deelers 

4432 ^Bint^a^and wallpaper stores 

4457 Hardware stores 

4473 Nuraarlas and garden supply stores 



4614 Used merchendlse and antique 



4630 Gift novelty, and souvenir shops 

4655 Ftariits 

4671 Jawabystorea 

4697 

4838 Hobby, toy. and aame shops 

4853 Camera and photo supply stores 

4879 Opticileoodsstoras 

4895 Lugaamandleathargoodsstores 

5017 Boy wore a, eaduding newsstands 

rasncano neowiewoni sioras 

8 074 Mobile fiome dealers 

9090 Fud ded a r s (aace pt gasdine) 

5884 Otttar retail stores 



RealEstaiteb 
E Insurance, Finance, 
and Rotated Services 

5912 Red estate Msnts and managers 
5538 Operatoganaietto rsofbuildlnga 

(except developers) 
5953 operators and lessors of other real 

property (axcapt developers) 
5710 Subdividera and developers, except 



5736 Insurance agent s and services 
5751 Securityano commodity brokers, 

dealers and investment services 
5777 Other red estate, insurance, and 

finrncid activities 



Transportation, 

F Communications, Public 
Utilities, and Related 
Services 

6114 Taidcaba 

6312 Bus and limousine transportation 

6338 Tnicliing(except trash collection) 

6510 Trash cdlaction without own dump 

6836 Public warehousing 

6551 Water transportation 

6619 Airtrafttportation 

6635 Travdagatits and tour operators 

6650 Other transportation and related 

services 

6676 Communication services 

6692 UtWtlM. Including dumps, 

snowplowing. road cleaning, etc. 



Services (Providing 
G Personal, Professional, 
and Business Services) 

7096 Hdds.motels. and tourist homes 
7211 Roomlngand boarding houses 
7237 Campa and camping parks 

Laundry aad daaning aervlcas 

7419 Coin-Operated laundries and dry 



garment servicas 
7490 Carpet and upholstery cleaning 
7476 Janlloridaiididatedse^ 

(building, house, and window 

cleaning) 



Cod§ 



Budnass and/or personal tervlcea 



7617 Legal services (or lawyer) 
7633 Income tax preparation 
7658 Accounting and bookkeeping 
7674 Engineering, sunreying. and 

arcnitectural 
7690 Management, consulting, and 

puulic relations 
7716 Advertising, except direct mail 
7732 Employment agencies and 

personnd supply 
7757 Computer and data processing, 

including repair and leasing 
7773 Equipment rental and leasing 

(except computer or automotive) 
7914 Investigative and protective 

serviM 
7860 Other business services 

Fersonat services 

8110 Beauty shops (or beautician) 

8318 Barber shop (or barber) 

8334 PhotQgra|>hic portrait studios 

8516 Shoe rapeir and shine services 

8532 Funeral services and crematories 

8557 Physical fitness facilities 

8714 Child day care 

8730 Teaching or tutoring 

8755 Counsd7ng(exceptlieaUh 

practitioners) 

8771 Ministers and chaplains 

6882 OtI'ar personal services 

Automadve services 

881 3 Automotive rental or leasing, 

without driver 
8839 Parking, except valet 
8854 General automotive repairs 
8870 SpKialiad automotive repairs 

(brake, body repairs, paint, etc.) 
8896 Ot*)er automotive services (wash, 

towing, etc.) 

Miscellaneous repair, escept 
computers 

9019 TV and audio equipment repair 

9035 Other electrical equipment repair 

9050 Reupholstery and furniture repair 

2881 Other equipment repair 

Medical and health services 

92 17 Physicians and surgeons (MD's) 

9233 Dentists 

9258 Osteopathic physicians and 

surgeons 

9274 Chiropractors 

9290 Optometrists 

94 15 Registered and practical nurses 

9431 Other licensed health practitioners 

9456 Dentd laboratories 

9472 Nursing and personal care facilities 

9886 Clinics and other health services 

Amusement and recreatlond 
services 

9613 Video tape rental stores 
9639 Motion picture theaters 
9654 Other motion picture and TV 
Ktivities 

9670 Bowling illeys and pool parlors 
9696 Professional sports and racing, 

including promoters and managers 
981 1 Theatrical performers, musicians. 

agents, producers, and rdated 

services 

9837 Other amusement and recreation 
services 



8888 U nable to ctassif y^Explain 
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Computation of Social Security Self-Employment Tax 

► %— iHitnic tt ow for gd f d Mit $C yorm 1C40). 
^Attach to Form 104a 



mt of toH-oinployotf pofion (as ttiovm on locia 

John Dough 



Social socuhty number of 
fW'Ofnptoyod pofson » 



0MB No. 15450074 



85 



18 
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DDI "•VlarComputatien of N«t Earning! From Stlf-Employmtnt 

^f^i^ijya.'f^^^^^. ^T'^^ ehufdm or ehurch-contnlM orgutiaHkm and you an not 
anrinlstaroranmnbarcfar^iilouaotdar.aaaminstnKtions. 

(fSmlToSS^iS®^ ^ Schedule F (Form 1040). line 39. and farm partnenhipa. Schedule K-1 

I Net profit or (loss) from Schedule C (Form 1040). line 33. Schedule K-1 (Form 1065). line 13a (other 
than ^rming). and Form W-2 wages of $100 or moro from an electing church or church-controlled 
organiation. (See instructions for other income to report) 

N«t« O Cfieefc hara if you an naaipt Awn aM-mnfihymari tax on your aanHi^ as a ministar. 
mambarofaraligiousordar. or Christ/an Sdancapnetmnarliaeausa you filad Fern 436i. 
See iratructions for kinds of income to report If you have other eamingu of $400 or moro that era 
subject to self-employment tax. incl..de those earnings on line 2. 

mHI Optional Computation of NttEamlnis From Self-Employmtnt 

— (S—''WhoCanUioSctioilulaSE") 

Generally, this part may be usedonly if you meet any of the following tests: 
A Your gross farm income (Schedule F fl^orm 1040). line 12) was not moro than $2,400; or 
B Your gross farm income (Schedule f (Form 1040). line 12) was moro than $2,400 and your net farm prwits (Schedule 
F (Form 1040). line 39) wero leu ttiiU) $1,600; or 

C Your net nonfarm profits (Schedule C(Fibi l040)i line 33) wero less than $1,600 and also less than two-thi^ 
of your gross nontenn income (Schedule C (Fdhn 1040). line 5). 



Soo Instructions for othar limltattonf . 



Jl 



I Maximum Incoma for optional mathods ? ^ . A 

\ Farm Optional Mathod— If you moat tast A or B abova. antar : tha smaflar^if twb thlrds (%) of gross farm 
Incoma from Schedula F (Form 1040), Una 12, and farm partnarships, Sch«ulacK-l (Form 1065), Una 
13b; or $1,600 " ' 



» Subtract Una 4 from Una 3 . ']^'^> 

i Nonfarm Optional Mathod— If you moot tast C abova, antar: tha smallast of two-thirds (fi) of gross 
nonfarm Incoma from Schadula C (Form 1040), Una 5, and Schadula K-l (Form 1065), llnVl3c (othar 
than farming); or $1,600; or. If you alactid tha farm optional mathod, tha amount on Una 5 
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Computation of Social Security Stif-Employmant Tax 



Entar tha amount from Part I, Una 1, or. If you alactad tha farm optional mathod. Part II, line 4 . . . . 

I Entar tha amount from Part I, Una 2, or. If you alactad tha nonfarm optional mathod. Part II, line 6 . . . 

' Add lines 7 and 8. If lass than $400, do not fill In tha reit of tha schadula because you are not subject to self- 
employment tax. (ExcepUan: If this line is less than $400 and you are an employee of an electing church or 
church controlM organiation, complete the schedula unless this line Is a loss. Sm . . . . 

> The largest amount of combined wagrs and self-employment earnings sut^ect to social security oi 
railroad retirement tax (Tier l)for 1985 is 



lie 


0 




lib 


0 





a Total social security wans and tips from Forms W-2 and railroad retirement 
compensation (Tier 1). Nata: Gomamnt mphyees whose wm% an 
only subject to the 1.35% hospital insurance t>ene«ts tax (h/Micare) and 
empioyees of certein church or church<ontroHed organiiawns should not 
include those wages on this line (see instructions) 

b Unreported tips subject to social security tax from Form 4137, line 9, or 

to railroad retirement tax (Her 1) 

c Add lines 11a and lib 

a Subtract Una 1 ic from Una 10 

b Enter your ^qualified* U.S. Government wages If you are required to use the worksheet in Part III of 

the instructions. Ii2bj I I 

c Enter your Form W-2 wages from an electing church or church*controlled organization. 

L_J 

Entar tha smaller of line 9 or line 12a 

If Una 13 Is $39,600, fill In $4,672.80 on line 14. Otherwise, multiply line 13 by .118 and enter tha 

rasultonllneU , ^ 

Self-amploymenttax. EntarthlsartrHMjnton Form 1040, Ilna51 . . . [ [ [ [ 



T-n w^'^^^^^<'^^NatieetmFaml040lailru^^ 

h Rl C •WMi'^Tf^iMimqowai: 11^^ 
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Schedule SK (Farm 1040) 1988 



Goal 7.0 To understand insurance 
Competencies: 

7.1 Identify types of insurance 

7.2 Determine the best insurance coverage and 
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Insurance Checklist for Small Business 



Summary 

There may be ways of strengthening your insurance 
program that have not occurred to you* The purpose of 
this Aid is to help you find out. To this end, a checklist is 
provided that will help you identify areas in which im- 
provement may be possible. It will also serve as a guide 
for the discussions you should have with a qualified 
agent, brolcer, or other insurance counselor 



n.s. Small Business Administration 
Numl>er 2,018 

In this sense* you come out ahead either way. Your 
premiums are the price you pay for the freedom from 
worry about economic loss from conditions outside your 
control. 

But insurance itself becomes the subject of worry for 
many small business owners. This Aid is designed to help 
you lessen this worry. 



The points covered are grouped under three general 
heads: coverages that are essential for most businesses; 
coverages that are desirable for many firms but not 
absolutely necessary; and coverages for employee 
benefits. 

The checklist is followed by a brief discussion of four 
basic steps that are necessary for good insurance 
management: (1) Recognize the risks to which you are 
exposed. (2) Follow the guides for buying insurance 
economically. (3) Have a plan. (4) Get professional 
advice. 

Some small business owners look on insurance as if it 
were a sort of tax. They recognize that it is necessary but 
consider it a burdensome expense that should be kept at 
a minimum. Is this view justified? 

Not if you take a more conservative approach. You can 
use insurance to get many positive advantages as well as 
the negative one of avoiding loses. Used correctly, 
insurance can contribute a great deal to your success by 
reducing the uncertainties under which you operate. It 
can reduce employee turnover, improve your credit at the 
bank* make it easier to sell to customers on favorable 
terms, help keep your business going in case an insured 
peril interrupts operaiions. The potential benefits of good 
insurance n\anagement make it well worth your study and 
attention. 



A Checklist 

The points covered in the checklist are grouped under 
three general classes of insurance: (1) coverages that are 
essential for most businesses. (2) coverages that are 
desirable for many firms but not absolutely necessary, 
and (3) coverages for employee benefits. For each of the 
statements, put a check in the first answer column if you 
understand the statement and how it affects your 
insurance program. Otherwise, check the second column. 
Then study your policies with these points in mind and 
discuss any questions you still have with your agent. 



Essential Coverages 

Four kinds of insurance are essential: fire insurance, 
liability insurance, automobile insurance, and workers* 
compensation insurance. In some areas and in some 
kinds of businesses, crime insurance, which is discussed 
under "Desirable Coverages.** is also essential. 

Are you certain that all the following points have been 
given full consideration in your insurance program? 



Fire Insurance 

No Look 

•clion tnto 

needed ihti 



How It Works 

Insurance has been defined as a system in which 
**winners pay losers." Those who are lucky enough to 
avoid loss contribute through premium payments to the 
unlucky ones who do suffer loss. If you never collect from 
your insurance, cousider yourself ahead, because then 
you are one of the winners. If you suffer a loss for which 
you are insured, you have the security of knowing that the 
other members of the insurance system will relieve you of 
most of your burden. 



1. You can add other perils — such as 
windstorm, hail, smoke, explosion, vandal- 
ism, and malicious mischief — to your basic 
fire insurance at a relatively small addition- 
al cost. 



2. If you need comprehensive coverage, 
your best buy may be one of the all-risk 
contracts that offer the broadest available 
protection for the money. 
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No Look 



3. The insurance company may indemnify 
you — that is, compensate you for your 
losses — in any one of several ways: (1) It 
may pay actual cash value of the property at 
the time of loss, (2) It may repair or replace 
the property with material of iike kind and 
quality, (3) It may take all the property at the 
agreed or appraised value and reimburse 
you for your loss. 

4. You can insure property you don*t own. 
You must have an insurable interest — a fi- 
nancial interest — in the property when a 
loss occurs but not necessarily at the time 
the insurance contractus made. For instance, 
a repair shop or drycleaning plant may carry 
insurance on customers* property in the 
shop, or you may hold a mortgage on a 
building and insure the building although 
you don*t own it. 

5. When you sell property, you cannot 
pssign the insurance policy along with the 
property unless you have permission from 
the insurance company. 

6. Even if you have several policies on 
your property, you can still collect only the 
amount of your actual cash loss. All the 
insurers share the payment proportionately. 
Suppose, for example, that you are carrying 
two policies— one for $20,000 and one for 
$30.000— on a $40,000 building, and fire 
causes damage to the building amounting to 
$12,000. The $20,000 policy will pay $4,800: 
that is. 



22:2??. or i of $12,000. 
50.000 5 

The $30,000 policy will pay $7,200; 

that is ?2:2?? . or 1 of $12,000. 
50.000 5 



7. Special protection other than the stand- 
ard fire insurance policy is needed to cover 
the loss by fire of accounts, bills, currency, 
deeds, evidence of debt, and money and 
securitifas. 

O 
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8. If an insured building is vacant or unoc- 
cupied for more than 60 consecutive days, 
coverage is suspended unless you have a 
special endorsement to your policy cancel- 
ing this provision. 

9. If, either before or after a loss, you 
conceal or misrepresent to the insurer any 
material fact or circumstance concerning 
your insurance or the interest of the ir ired. 
the policy may be voided. 

10. If you increase the hazard of fire, the 
insurance company may suspend your cov- 
erage even for losses not originating from 
the increased hazard. (An example of such a 
hazard might be renting part of your building 
to a drycleaning plant.) 

11. After a loss, yuu must use all reason- 
able means to protect the property from 
further loss or run the risk of having your 
coverage canceled. 

12. To recover your loss, you must furnish 
within 60 days (unless an extension is grant- 
ed by the insurance company) a complete 
inventory of the damaged, destroyed, and 
undamaged property showing in detail quan- 
tities, costs, actual cash value, and amount 
of loss claimed. 

13. If you and the insurer disagree on the 
amount of loss, the question may be le- 
solved through special appraisal procedures 
provided for in the fire-insurance policy. 

14. You may cancel your policy without 
notice at any time and get part of the premi- 
um returned. The insurance company also 
may cancel at any time with a 5-day written 
notice to you. 

15. By accepting a coinsurance clause in 
your policy, you get a substantial reduction 
in premiums. A coinsurance clause states 
that you must carry insurance equal to 80 or 
90 percent of the value of the insured proper- 
ty. If you carry less than this, you cannot 
collect the full amount of your loss, even if 
the loss is small. What percent of you^* loss 
you can collect will depend on what percent 
of th^f) full value of the property you have 
insured it for. 




No 
action 



Look 
into 
thi» 



16. If your loss is caused by someone 
else s negligence, the insurer has the right to 
sue this negligent third party for the amount 
it has paid you under the policy. This is 
known as the insurer's right of subrogation. 
However, the insurer will usually waive this 
right upon request. For example, if you have 
leased your insured building to someone and 
have waived your right to recover from the 
tenant for any insured damages to your 
property, you should have your agent re- 
quest the insurer to waive the subrogation 
clause in the fire policy on your leased 
building. 

17. A building under construction can be 
insured for fire, lightning, extended cover- 
age, vandalism, and malicious mischief. 

Liability Insurance 

1. Legal liability limits of $1 million are no 
longer considered high or unreasonable even 
for a small business. 

2. Most liability policies require you to 
notify the insurer immediately after an inci- 
dent on your property that might cause a 
future claim. This holds true no matter how 
unimportant the incident may seem at the 
time it happens. 

3. Most liability policies, in addition to 
bodily injuries, may now cover personal in- 
juries (libel, slander, and so on) ;/ these afe 
specifically insured. 

4. Under certain conditions, your business 
may be subject to damage claims even from 
trespassers. 

5. You may be legally liable for damages 
even in cases where you used ^'reasonable 
care.** 

6. Even if the suit against you is false or 
fraudulent, the liability insurer pays court 
costs, legal fees, and interest on judgments 
in addition to the liability judgments them- 
selves, 

7. You can be liable for the acts of others 
under contracts you have signed with them. 
This liability is insurable. 
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8. In some cases you may be held liable 
for fire loss to property of others in your 
care. Yet, this property would normally not 
be covered by your fire or general liability 
insurance. This risk can be covered by fire 
legal liability insurance or through request- 
ing subrogation waivers from insurers of 
owners of the property. 



Automobile Insurance 

1. When an employee or a subcontractor 
uses a car on your behalf, you can be 
legally liable even though you don't own the 
car or truck. 

2. Five or more automobiles or motorcy- 
cles under one ownership and operated as a 
fleet for business purposes can generally be 
insured under a low-cost fleet policy against 
both material damage to your vehicle and 
liability to others for property damage or 
personal injury. 

3. You can often get deductibles of almost 
any amount— say $250 or $500— and thereby 
reduce your premiums. 

4. Automobile medical-payments insur- 
ance pays for medical claims, including your 
own, arising from automobile accidents re- 
gardless of the question of negligence. 

5. In most States, you must carry liability 
insurance or be prepared to provide other 
proof (surety bond) of financial responsibili- 
ty when you are involved in an accident. 

6. You can purchase uninsured-motorist 
protection to cover your own bodily-injury 
claims from someone who has no insurance. 

7. Personal property stored in an auto- 
mobile and not attached to it (for example, 
merchandise being delivered) is not covered 
under an automobile policy. 



Worker's Compensation 

1. Federal and common law requires that 
an employer (1) provide employees a safe 
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•hut down your butlntM— Moh is uiariu 
to iwy MtployMi, laxM. intofMl. doprtoi- 
•tton. ltd utOlttM-M will u tht praflu 
yott would ioM. 

I. Undorproptrty writtraconlinaralbuii- 
noM-itttffupttoa imuniMO. you can aUo 
eoUid IT Hit or odwr paril doita down tha 
b u il n ii i of a MppUar or eualomar and this 
totorrypn your buitaiii. 



I. Hm buainaii*totarruptlon poUey pro- 
vtdai paymoflta for amounts you spond to 
liaalm tht roopaniai of your buslnass aftar a 
firo or oHmt Imurad parIL 
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whda not abaohiialy 





S. Whan tha policy is properly tndorsad. 
you can fat businaaa*intarruption insuranea 
to indanuUiy you if your oparaliona arc sus- 
pandad hacauaa of failura or intarruption of 
tha supply of powar. light haat. fas. or watar 
fumishad by a public utility company. 



Crime Inturance 

1. Burglary insuranea axdudas such prop- 
erty aa accounts, fur artidas in a showeasa 
window, and manuscripts. 

2. Covoraga is granted under burglary in- 
surance only if there are visible marks of the 
burglar's forced entry. 

S. Burglary ineuranc* can be written to 
cover, in addllion to money in a sale, inven- 
toried merchandise and damage incurred in 
the couree of a burglary. 



you from 
securities by 

oaoroff 



policy written 
la available. 



4. Robbery inaurance 
loee of property, money 
ioroti trickery, or threat 



S. A 
iMtfor 




108 



No loui 
•ctton mtu 
nttdtrf Ihm 



In addition to burglary and robbery, it cov- 
art othar typat of lost by theft, dattruction, 
and diaappaaranca of monay and tacuritiat. 
It alto covert thefts by your employees. 

6. If you are in a high-risk area and cannot 
get Insurance through normal channels with- 
out paying excessive rates, you may be able 
to gel help through the federal crime Insur- 
ance plan. Your agent or Stale Insurance 
Commissioner can tell you where to get 
information about these plans. 



Glass Insurance 

1. You can purchase a special glass-insur- 
ance policy that covers all risk to plate-glass 
windows, glass signs, motion-picture 
screens, glass brick, glass doors, showcases, 
counlertops. and inaulated glass panels. 

2. The glaaa-insurance policy covers not 
only the glass itself, but also its lettering and 
ornamentation, if these are specifically in- 
sured, and the coata of temporary plates or 
boarding up when necessary. 

3. After the glass has been replaced, full 
coverage is continued without any addition- 
al premium for the period covered. 



Rent Insurance 

1. You can buy rent insurance that will 
pay your rent if the property you lease be- 
comes unusuable because of Are or other 
insured perils and your lease calls for con- 
tinued payments in such a situation. 

2. If you own property and lease it to 
others, you can insure against loss if the 
lease is canceled because of fire and you 
have to rent the property again at a reduced 
rental. 



Key-rnan insurance protects the company against finan- 
cial loss caused by the death of a valuable employee or 
partner. 



••I tt«'n into 
nreiM this 

Group Life Insurance 

1. If you pay group-insurance premiums 
and cover all employees up to $50,000. the 
cost to you is deductible for Federal income- 
tax purposes, and yet the value of the bene- 
fi\ is not taxable income to your employees. 

2. Most insurers will provide group cover- 
ages at low rates even if there are 10 or 
fewer employees in your group. 

3. If the employees pay part of the cost of 
the group insurance. State laws require that 
75 percent of them must elect coverage for 

the plan to qualify as group insurance. 

4. Group plans permit an employee leav- 
ing the company to convert group-insurance 
coverage to a private plan, at the rate for 
his/her age. without a medical exam, within 

30 days after leaving the job. 



Group Health Insurance 

1. Group health insurance costs much less 
and provides more generous benefits for the 
worker than individual contracts would. 

2. If you pay the entire cost, individual 
employees cannot be dropped from a group 
plan unless the entire group policy is can- 
celed. 

3. Generous programs of employee bene- 
nts. such as group health insurance, tend to 
reduce labor turnover. 



Employee Benefit Coverages 

Insurance coverages that can be used to provide employ- 
ee benefits include gtoup life inaurance. group health 
insurance, diaability insurance, and retirement income. 



Disability Insurance 

1. Workers* compensation insurance pays 
an employee only for time lost because of 
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work injuries and work-related sickness— 
not for time lost because of disabilities in- 
curred off the job. But you can purchase, at a 
low premium, insurance to replace the lost 
income of workers who suffer short-term or 
long-term disability not related to work. 

2. You can get coverage that provides em- 
ployees with an income for life in case of 
permanent disability resulting from work- 
related sickness or accident. . 

Retirement Income 

1. If you are self-employed, you can get an 
income tax deduction for funds used for 
retirement for you and your employees 
through plans of insurance or annuities ap- 
proved for use under the Employees Retire- 
ment Income Security Act of 1974 (ERISA). .... 

2. Annuity contracts may provide for vari- 
able payments in the hope of giving the 
annuitants some protection against the ef- 
fects of inflation. Whether fixed or variable, 
an annuity can provide retirement income 

that is guaranteed for life. 

Key-Man Insurance 

1. One of the most serious setbacks that 
can come to a small company is the loss of a 
key employee. But your key employee can 
be insured with life insurance and disability 
insurance owned by and payable to your 
company. 

2. Proceeds of a key-man policy are not 
subject to income tax. but premiums are not 

a deductible business expense. 

3. The cash value of key-man insurance 
which accumulates as an asset of the busi- 
ness, can be borrowed against and the inter- 
est and dividends are not subject to income 

tax as long as the policy remains in force. 

Organizing Your Insurance Program 

A sound insurance protection plan is just as important to 
the success of your business as good financing, market- 



ing, personnel management, or any other business func- 
tion. And like the other functions, good risk and insurance 
management is not achieved by accident, but by organi- 
zation and planning. A lifetime of work and dreams can 
be lost in a few minutes if your insurance program does 
not include certain elements. To make sure that you are 
covered you should take action in four distinct ways: 

1. Recognize the various ways you can suffer loss. 

2. Following the guides for buying insurance economical- 
ly. 

3. Organize your insurance-management program. 

4. Get professional advice. 

Recognize the risks. The first step toward good protection 
is to recognize the risks you face and make up your mind 
to do something about them. Wishful thinking or an it- 
can't-happen-to-me attitude won't lessen or remove the 
possibility that a ruinous misfortune may strike your 
business. 

Some businesses will need coverages not mentioned in 
the checklist. For example, if you use costly professional 
tools or equipment in your business, you may need spe- 
cial insurance covering loss or damage to the equipment 
and/or business interruption resulting from not being able 
to use the equipment. 

Study insurance costs. Before you purchase insurance, 
investigate the methods by which you can reduce the 
costs of your coverage. Be sure to cover the following 
points: 

1. Decide what perils to insure against and how much 
loss you might suffer from each. 

2. Cover your largest loss exposure first. 

3. Use as high a deductible as you can afford. 

4. Avoid duplication in insurance. 

5. Buy in as large a unit as possible. Many of the **pack- 
age policies*' are very suitable for the types of small 
businesses they are designed to serve, and often they are 
the only way a small business can get really adequate 
protection. 

6. Review your insurance program periodically to make 
sure that your coverage is adequate and your premiums 
are as low as possible consistent with sound protection. 

Have a plan. To manage your insurance program for good 
coverage at the lowest possible cost, you will need a 
definite plan that undergirds the objectives of your busi* 
ness. Here are some suggestions for good risk and insur- 
ance management: 



ifrite down a clear statement of what you expect 
ranee to do for your firm. 

elect only one agent to handle your insurance. Having 
B than one may spread and weaken responsibility. 

an employee or partner is going to be responsible for 
' insurance program, be sure he/she understands the 
onsibility. 

0 everything possible to prevent losses and to keep 
e that do occur as low as possible. 

on't withhold from your insurance agent important 
tnation about your business and its exposure to loss, 
it your agent as a professional helper. 

on't try to save money by underinsuring or by not 
Ting some perils that could cause loss, even Uiough 



you think the probability of their occuring is very small. If 
the probability of loss is really small, the premium will 
also be small. 

7. Keep complete records of your insurance policies, pre- 
miums paid, losses, and loss recoveries. This information 
will help you get better coverage at lower costs in the 
future. 

8. Have your property appraised periodically by inde- 
pendent appraisers. This will keep you informed of what 
your exposures are, and you will be better able to prove 
what your actual losses are if any occur. 

Get professional advise about your insurance. Insurance 
is a complex and detailed subject. A professionally quali- 
fied agent, broker, or consultant can explain the options, 
recommend the right coverage, and help you avoid finan- 
cial loss. 



s of this Aid are available free from SBA. RO. Box 15434. Port Worth. TX 76110. Aids may be condensed or reproduced. They may not be 
d to imply approval by SBA of any private onganitatlon. product or service. If material is reused, credit to SEA will be appreciated. 
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Goal 8.0 To understand purchasing 



Competencies: 

8.1 Locate and select suppliers 

8.2 Identify purchasing agreements and discounts 

8.3 Determine shipping methods 

8.4 Balance quantity purchasing with storage and 
inventory considerations 

8.5 Keep inventory records 
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Understand Purchasing 



As the owner of a home-based business you will need to understand the 
purchasing requironents of your particular business. You will need to 
develop an effective purchasing systen that meets the demands of operating 
your business, whether it sells products or services. Service businesses, 
such as a dressmaking service, sell services, not products, so only a 
limited inventory is needed to run the business. 

Products being stored waiting to be sold or utilized in production are 
called inventory. The inventory represents money that is "tied up" or 
invested in the business. This is money that is not free to be used for 
other business needs. Ihe money "tied up" in inventory will not be 
regained until a sale is made* This is why home business owners must 
understand the needs of their particular business. After careful thought 
and thorough investigation an inventory system should be tailored to 
effectively supply the requireaaents of the business operation. 

An important rule to remember when making purchases is to have access to 
multiple sources. If you can, establish at least two or more supply 
sources for every item of supply or service. Gbnsider, on the one hand, 
that with multiple supply sources chances are increased that you will be 
able to get the best price and on-time delivery. On the other hand, 
suppliers seem to favor loyal customers with preferential treatment. 
Suppliers vdK) know you personally can be a source of helpful information. 
For example, they nay be able to give you useful news or special bargain 
offers, or tell you about significant developomts in your business area. 

The Chamber of Qnmerce in your region may provide access to information 
regarding manufacturers, wholesalers, and suppliers in your area. Set up 
your purchasing qrstem with either manufacturers or viiolesalers vrtio will 
have goods that will satisfy your customers' standards. 

Select iny SuppHara 

Businesses selling goods to other businesses are called suppliers. A 
home-based business owner may be able to purchase directly from a 
manufacturer vdio makes the kind of product needed for use in his or her 
business enterprise. Products needed for use in a business may be 
purchased from a wholesaler or middleman irtw buys from the manufacturer and 
sells to retailers. Wholesalers customarily sell goods cheaper than 
retailers, but usually only in large quantities. 

Memy suppliers offer credit terms vAiich present the business persoi with 
the option of getting a discount by paying cash at the time of purchase. 
No discount may be given in esehange for paying the bill within a specified 
time period. For the privilege of paying over an extended period of time, 
the home entrepreneur can expect to pay an interest charge. 
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When planning to purchase supplies and products for your haaoe-based 
business t you must base your biqring deciscn ens Wiat^ Wherey Hcw^ and 
When* 

Mhiit To BuyT 

Modern marketing programs are built around the "marketing concept^" ^ich 
directs managers or cimers to focus their efforts on identifying and 
satiafying their customer's needs— at a profit, lb use the marketing 
concept t a honieH>ased business shoulds 

Determine the needs of their customers. 
Analyse their competitive advantages. 
Select specific markets to serve. 
Determine hem to satisfy the needs. 

lb decide ivhat goods you need in your hQDie-*based business ^ you will need to 
studjy the customers you nant to reach} then decide irtiat theg mnt and 
need. 

Service oriented businesses need to decide which suppliers have the 
products and services that will help their anall business perform in the 
best possible way. Order products and materials that reflect the 
customer's needs. 

Haw Biich Tb Buyt 

In order to save taoneSf the quantities purchased should be as anall as 
possible to comfortably satisfy the needs of your business ^ yet not so 
small that you are left unsiqiplied at a critical moa«it« Ibo large a 
purchase ties up mneg that might be more productively used elsewhere to 
enable your business to function mo^re effectively. You dcm't want mon^ 
tied up for too long a time in goods waiting to be used or sold. You have 
to learn how to do a ''balancing act." It tskes a little experience to get 
to know just how much is the right onount. 

When Ta Buyt 

As a honie*-based business omeTf you will probably have to hvy supplies 
several weeks or months before you need thcm^ especially if you have to 
allow time for a long distance delivery. Some goods needed in your 
business everyday should be ordered regularly. Other goods related to the 
season should be ordered only at certain times of the year. Having a good 
system for timing orders is very inportant for your business. 
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TOiare To Riiy 

As a home-based business person, you have to decide which supplier Is best 
for you. Quality, price and service are three things to consider carefully 
when choosing a supplier. 

Quality 

—Satisfy the customer's taste. 
—Satisfy the customer's budget. 

—Satisfy the customer's standard of acceptable quality. 
Price 

—Make a sales effort to sell quality. 

—Bring the advantages of quality to the customers' attention; 
customers usually favor quality over low price If the 
advantages of quality are brought to their attention. 

—Find the supplier offering the best quality at the lower price. 

—Reflect the supplier's cost In your price to the customer. 

— Cbnslder all the costs of the business operatim yAiea setting 
prices. 

—Set prices so you make a profit. 
The Inventory Syatam 

Home entreproieurs may wish to stu^ several Inventory techniques, and then 
decide upon a system that will best satisfy their style of business 
operation. The trial and error method will lead the way to the most 
efficient systen. 

Here are some points to consider Incorporating Into your Inventory system. 

Keep a running Inventory, using a card file for curroit data. 

Keep records to aid In the prompt and ^stematlc filling of customer 
orders. 

iWicount for all your business related Iteoos, to help you determine 
prices and taxes. 



Keep accurate records of what Inventory Is stored, where It Is stored, 
and vdiy It Is stored. 

Maintain your inventory in good condition; damaged Inventory results 
In economic loss. 



Oieck your Inventory once or twice every yean 

Dstermlne the amount of inventory. 
Determine the quality of Invoitory Items. 
nUce decisions about product changes. 
Determine what Is stored. 
Decide vAiat to do with stored Items. 
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You will want to keep an inventory card for each product item used in your 
business or sold by your business. As you receive a shipment fran a 
supplier, make up an inventory card. The card should record: 



• yUxBt the item is 

• who is the supplier 

• when you received the shipment 

• how imny itans were received 

Qi the following page is m eKsnple of an inventory card format that could 
be useful to a small business* 

Daily, as sales are made, record how many items have been sold; figure how 
many ere still in stock. 

LOriginal QllMltitv - 8al«ii = Aimimt lteiMlniny| 



from HtMW> BitrflpFcnftumhipt Inntriifftional 
MitflpUU In thit qpAMtion of « ftnall 

ni«in«>«« frem thB H-mn^ sUsan F. Weis and 
Eay S. 0*ariai, Pennsylvania Department of 
Education, Bureau of Vocational Education, 
Harrisburg, PA, June, 1983. 
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Sample of Inventory Card 



Inventory Oard 
Items SKilMiUU^ ttL- blul CJtfM. 




Siq>pliert_ 

Reorder Point t_ _ Reorder ilroountr 

Qite Order Placed 



iknount Received 



Anount Sold 



D&te 


Qiantity 


Date 


Qiantity 


Ekte 


Qiantity 




..jaflfl. 








m 

ns 


















Sift If 



















































Anount Remaining 



Goal 9.0 To understand selling 



Competencies: 



9.1 Describe different m&rketing channels: 

consignment 
mail order 
word of mouth 
door to door' 
appointment 
parties 

telephone sol ici tation 
fairs, shows, etc. 
yellow pages 
bulletin boards 
sales agent 

9.2 Plan advertising for media and establish sales 
pronations 

9.3 Determine prices for products and services; 

expenses and break-even point 
time involved 
supply and demand 
hourly rate of earnings 
fair return 
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SeMng Products on Consignment 



^ Summary 

^ Sellers seeking new and expanded wholesale and retail 
' marlcets for goods can use consignment selling to 
|r,^ economic advantage in many cases. 
i| This Aid provides a discussion of the advan* 

tages/disadvantages of consignment selling and 
h general comments about how to use consignment as 

an effective selling tool for the small business opera* 
^ tion. 

What happens to a manufacturer who has developed a 
new consumer product that is thought to be a best- 
seller, but no retailer or wholesaler is willing to invest 
enough capital to stock a small number of the items in 
inventory? 

^ What happens to a manufacturer who is told that the 
V seasonal product he or she is trying to sell is such a 
capital risk that there is probably no chance that it will 
make the retail shelves during that Christmas season? 

How can manufacturers in these cases and similar cases 
make the products and terms of sale sufficiently attrac- 
tive to get the product on retail shelves for exposure to 
^ the buying market? 

Perhaps through the use of consignment selling. 

; . Selling goods on consignment is described as a situation 
whereby goods are shipped to a dealer who pays you, 
the consignor, only for the merchandise which sells. 
The dealer, referred to as the consignee, has the right to 
return to you the merchandise which does not sell and 
without obligation. 

As you can see, this may not be an ideal arrangement. 
: The dealer has no money invested and is not obligated 
to "push** your merchandise. 



Purpose Of Consignment Selling 
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Number 4.007 
seeds, batteries for flashlights, and potted plants such as 
those found in supermarkets. 

In the case of perishable merchandise (either in quality 
or in seasonal appeal) dealers are often more inclined to 
consider placing it in their stock if they have no great 
threat of financial loss on investment in the event it 
does not sell. 

In the case of a newly designed and manufactured pro- 
duct for which thera is no sales record, dealers might be 
more enthusiastic e^ont promotion if their investment 
loss is minimized. 



Advantages Of Consignment Selling 

Now that you've read some general facts about consign- 
ment selling, look at the specific advantages to you as a 
manufacturer. 



1. It allows a seller (manufacturer) to place merchandise 
in wholesale and retail outlets for additional exposure to 
the buying market. 

2. It can provide an incentive for the wholesaler and 
retailer to stock goods in inventory because no capital 
of theirs is tied up in inventory. 

3. It can encourage wholesalers and retailers to stock 
seasonal or otherwise newly introduced merchandise 
which they might not usually buy because of a lack of 
demand. 

4. It provides the manufacturer with the opportunity to 
have the merchandise exposed to the buying market, in- 
stead of having it stored and isolated in a warehouse 
while waiting for an order from a buyer. 



Disadvantages Of Consignment Selling 

In deciding whether or not to use consignment selling, 
you need to look at the disadvantages. 



Even with obvious disadvantages, there may be times 
when you may decide that consignment selling can 
serve your purpose. It can be used as a marketing tool 
which creates no obligation on the part of the dealer in 
the event they do not sell. As a result, such practice can 
provide an attractive incentive fDr the dealer, at least to 
stock your merchadise. The dealer has no risk and you 
have your merchandise before the buying public. 



II^Examples of goods which very often are sold on con- 
signment include light bulbs, produce, eggs, poultry, 
ymagazines, newspapers, Christmas decorations, garden 
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1. While your merchandise is being exposed on the 
shelves of a wholesaler or retailer, you get no money un- 
til they sell. 

2. As the manufacturer you must have enough cash on 
had to wait extended periods for payment of merchan- 
dise sold. 

3. Since the goods are out of your physical control, you 
cannot control the damage and shopper abuse which in- 
ventory merchandise is generally subject to. 

4. You cannot always affect shelving decision which 
wholesalers and retailer make concerning maximum ex- 
posure of the merchandise. Because consignees do not 
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have any capital invested in the inventory, they may be 
inclined to place their outright*owned inventory in the 
most advantageous display spots in order to realize a 
fast return on investment. They are aware that they do 
not lose any investment if the consigned goods do not 
sell. They do lose if the inventory they owr does not 
sell. 

5. Where personal selling is important, outright owned 
merchandise might be promoted over consigned goods 
because, again, return on investment matters where in- 
vestment exists. 

6. If the gross margin to the seller is greater than the 
percentage commission with the sale of consigned 
goods, then the seller might tend to favor selling the 
outright owned goods. For this reason, the consignor is 
introduced to the importance of providing an attractive 
incentive in the form of a commission for the consignee. 
In other words, the consignee needs a strong reason to 
sell the merchandise since the motive to recoup invest- 
ment is not present. 



A Few Words Of Caution 

Consignment selling may or may not be attractive to 
you. It depends on y^^^^ situation. You might use con- 
signment selling for market testing. It might be a fairly 
inexpensive way to learn how or if a new product will 
sell. 

Keep in mind, however, that you tie up your funds 
waiting for merchandise to be sold. Also, the dealer may 
be a poor credit risk. Moreover, there may be other 
hazards inherent in a situation where the dealer does 
not have funds tied up. 

In brief, the various factors over which you have less 
control than in other marketing situations could mean 
that the risks may be greater than your resources can 
absorb. 

To evaluate whether or not consignment selling can be 
advantageous to you, consider the following discussion 
of the consignment relationship, special considerations, 
and examples of operational aspects. 



The Consignment Relationship 

The relationship which exists between you, the con- 
signor, and another seller, the consignee, is an agency 
relationship. That is the consignee never takes title to 
the merchandise but acts as the agent of the consignor 
to pass title to the buyer. 

Since title does hot pass to the consignee in the absence 



of an agreement, liability of loss for the merchandise re- ^ 
mains with the consignor. 

This means that you and the consignee can agree to 
specific statements for assuming a share of the loss in 
case of shoplifting or other damage to the merchandise. 
However in the absence of such an agreement, you, the 
consignor, are responsible for the loss involved even 
though the merchandise might have been shoplifted 
from the premises of the seller while the consignee exer- 
cised normal care in the dsiplay and handling of the 
merchandise. 

Because of the details and legal implications involved in 
consignment selling you, as a consignor, should give 
careful attention and planning to selling products on 
consignment. 



Give Special Consideration To... 

ContractuaUy speaking, you and your consignee can 
agree to a variety of mutually-advantageous measures. 
That is. you might agree in writing that the merchadise 
will be placed in the wholesale or retail business where 
it is exposed to an estimated 50 percent of foot traffic .A 
that enters the store. ' % 

Also, you should agre^ as to the exact commission to be 
awarded to the consignee upon sale of the merchadise. 
The length of time (days, weeks, etc.) which the con- 
signee will agree to keep the merchandise will probably 
be specified. Also, the intervals at which the con^tignee 
will make payments for goods sold should be con- 
sidered. 

Agreement concerning delivery and pick-up of the mer- 
chandise might be included, as well as conditions of 
storage of any merchandise that is not on display, par- 
ticularly perishable merchandise. Your contractual 
agreement might speciy that you will be paid for 'in- 
ventory sold." when 

Inventory Delivered Less Inventory Collected 
Equals Inventory Sold 



Yet, the formula for payment noted above assumes that 
all merchandise will be either sold or claimed by the 
consignor and completely rules out the possibility of 
disappearance of the merchandise from the sales floor. 
Since shopper damage and shoplifting are sobering 
realities of doing business, it is wise to consider them 
and to plan for their occurrence beforehand. 
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The merchandise legally belongs to the consignor in a 
cociisigninent sale and liability for any loss is still the 
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consignor's problem. Some consignees may be willing to 
share the responsibility involved in loss due to shoplif- 
ting if the issue is handled tactfully. 

In some cases, the consignee will assume responsibility 
for damaged goods. When this is the case, you, the 
manufacturer, will suffer no loss. However, such cases 
are rare. At best, you can expect a sharing of the loss 
with the consignee. 

When you assume part or all of the loss, ask for and 
keep the damaged goods for your own records. A con- 
signee could claim that some of your merchandise was 
damaged when in fact the consignee sold it and 
pocketed the money. 

Also consider damage caused by sun rays that fade col- 
ors and make some merchadise unfit for sale. 



Examples Of Consignment Selling 

Consider the wholesaler of artificial floral merchandise 
who sell to numerous small and medium retail floral 
establishments. Such a wholesaler often stocks mostly 
staple merchandise with a limited assortment of infre- 
quently sold items. 

A manufacturer who has developed a novel item for 
that industry and has no sales history to use as a basis 
for showing the wholesaler that the item will seU, pro- 
bably will have a difficult time getting the item into the 
wholesaler's inventory. 

If a potential consignee such as the wholesaler in this 
example, is comfortable with current sales levels and 
gross margin, the manufacturer will find it difficult to 
convince the wholesaler to carry this item in inventory. 

Yet, in a consignment sale, the manufacturer can always 
ask, **What do you have to lose?" The answer is, of 
course, "Nothing." 

If the manufacturer makes it easy enough for the 
wholesaler to stock the item and the wholeiialer is aware 
of a possible commission for exerting very little effort, 
the merchandise usually has a very good chance of be- 
ing placed in stock. As a result, the merchandise has 
wide exposure in the market and the wholesaler feels no 
. risk associated with trying the merchandise. If it sells 
"well, chances are good that it will be placed again. Even 
if the wholesaler had bought the items outright the first 
time around, and they did not sell, they would not be 
reordered. Thus, the marketability of the merchandise is 
at stake in either situation and the po^d^VA aspect in 



consignment selling is that the wholesaler is assured 
that he or she has no investment to lose. 

In another example, consider a manufacturer of a 
seasonal item such as Easter baskets, Christmas or- 
naments, Halloween items, or beach toys, Often 
wholesalers and retailers order these items far in ad- 
vance and make a strong effort not to overorder because 
the market is defined in terms of days or weeks. 

Manufacturers can promote their products in these in- 
dustries by assuring the wholesaler and retailer that 
whatever is not sold will be taken back by the manufac- 
turer. 

In such cases as these, shopper density is usually heavy 
during a short period of time. That is, there are several 
peak shopping days during which crowds of shoppers 
are likely, by their number alone, to cause significant 
sales and damage to at least some of the merchandise 
on the shelves. 

An agreement concerning shoplifting and damage 
becomes particularly important in such cases. 



Consignor's Liability 

A serious issue to consider in consignment selling is 
that of liability for merchandise. Since the consignor re- 
mains owner and title does not pass to the consignee, 
legally the liability rests with the consignor, in the 
absence of any other agreement. 

This means that whenever merchandise is destroyed by 
water, fire, or smoke while in the inventory of the con- 
signee, the loss is that of the consignor. 

The importance of the issue calls for special attention at 
this point because there is a sales situation which has 
been viewed by some as similar to consignment selling 
and can become a legal problem for the consignor. 
"Sale or return" as its is called, is a situation in which 
the risk of loss passes to the consignee when the goods 
are in his or her possession. 



''True Consignment" 

From court decisions over the years, certain points have 
surfaced that are important in the determination of 
"true consignment." They are: 



1. The consignor is authorized to demand return of the 
goods at any time. 
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IteviMd Itpttmbtr itr? 



S«Wng by Mail Order 



TUt SoMll ButliMM nbUograpiiy No. 3. S§Wn8 by Mail 
. (MNi li a M||M MvMea md pravMM ■ litt 
^iWMliOM and tnda MNdatiow liw pmou 
. liH w ii HJ to wlUat by waSL It AM b> hripful to 
;rMlabliilita| and iRdMltoi • prafltobto matt Qidw 
< boitoiN. Spaoa Itodia lalaclloa of liittoii: oaalMton of a 
'ipibUeattoB to^Uaa no sHiht to othor aathon. Priooa and 
jjaVaUabiUty of Itotad pubUealioiM aia subjael to ehann 
.Mlheiilnolloo. 

i^Thlt UiliHdxraphy was praparad with tha halp of the 
Nattonal Mail Ordar Association. Los AnRalas, Calif.. 
« and was writtan by Paul MucIiiiU.k. prasidant of Paul 
/Mvchnick Company in Lot An^ieles. 

|MaU Order 

-tWM wunW thiit both innpirr nnd t?X(.ile the mind of 
IIh* luiKinnss untn»pr«»iirur. Mun* m perhaps than nny 

• tither huKinPKff. mHil order c onjures up visions of 
rnormouti wealth, easy living, and the proverbial 'pot 

of Rcild*' al thf' end of the rainbow. 

* • . 

ft; 

t Then- is a magic-^ mystic— a magnetic attraction that 
draws \m\\%\i» to mail order. Like other 1y pes of 
' liusinrssits. mail order has its advantage- <md 
vflisadvantagt!s~its share of successes and failures. It 
is not a quick, easy, effortless road to riches. 

Yet it to atoo true that mail order, as a>w*ay of doing 
jMisiness. has been good td many people. There are 
.countless success stories of people who have not only 
. made a gocni living selling products and serx ices by 
' mail, but havi^ ambssed fortunes— starting on a 

kitchen table, a garage or spare room. It is likewise 

till* iiic.t that many people attempt* flounder about. 

end Ifiso mfinoy in the effort to establish a successful 
^ mail cirdiT i*nti*rprise. 

;l)espite thi? greater mobility of people throu^out the 
.;Nation. thr abundance of shopping centers, the 
'Mmvonienf:e ot telephone shopping, and boom and 
^iec»issifm et cmomies. mail ordeir^iQontinues to grow. 
: Mail order .sales total approximately $60 billion 
|dnnually and n^presents about 12 percent of all 
|!^insumer purchases. That's over a billion dollars a 
|ivei*k of prnducis and senices purchased by mail. 



at Sells by Mail? 

w Is. rtf courne. no single or simple answer to this 
C|uestioh. The stories an? common of the 
lusual sales of items such as the^antfa^m^ prit rock, 
id others. These are exceptions! Uke^Kj^^^ thev 
not Mrikft nvice too often. GeniBrali>.||f^ 
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products lhal sell well by mail are usually those not 
readily available^ in stores or other sources. 

To discover such items requires studying many trade 
publications, attending product shows such as 
giftwares. housewares, stationery, jewelry, boutique, 
and other consumer merchandise, contacting 
manufacturers, and answering ads. Talk to friends, 
relatives and business assoditw and use any other 
means to find the elusive small order money-maker. 

Make a thorough study of magazines and newspapers 
and review the ads appearing there over a period of 
time. Note ads that run consistently, month after 
month or several times a year. Answer ads that are 
particularly interesting. Carefully study the catalogs, 
sales letters, brochures and sales literature niceived. 
Study particularly all follow*jp mailings rec:eived. 
You must learn from the promotions of the successful 
mail order firms that this will be a competitive market 
and know well what the competition is doing. 

Ideally, the mo.st profitable mail order product is one 
which customers will buy repeatedly, or a variety of 
products from which customers may make repeated 
purchases. Rarely, is a profitable mail order business 
established through the sale of a single product or any 
kind of one-shot offer. 

Test, Test, Test to Maximize Profits 

Once a product or product line has been selected, it's 
time to promote sales. If the item is low priced, it 
may be sold directly from the ad or direct mail. If it is 
a more costly item, it may be necessary to first 
advertise for inquiries, then follow-up the inquiries 
with a letter and circular to obtain the order. 

Here again there is no hard and fast rule which 
applies to ever\* product. What works for one may not 
for another. Only testing may reveal the most 
profitable way to sell any product. In general, the 
lowest cost way to sell a product by mail is through 
media advertising. Advertising rates for magazines, 
newspapers, and other media are shown in Siandtxid 
Rate and Data Service, (see Directories in this SBB) 
together with mechanical requirements, closing dates, 
circulation and other data. 
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When preparing advertising, use the best possible 
photograph of a product. Describe it accurately, 
honestly, and in a manner that makes it desirable to 
the reader. Then price the product competitively and 
you are in business. Beai in minid that exaggerated 
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claimM uf quality, porformance, construction, and 
other features will be quickly detected and will do 
more to turn off prospective customers than anything 
else. In addition. Federal, State, and local government 
agencies, as well as the Better Business Bureaus and 
consumer groups constantly watch advertising and are 
quick to take action against unsubstantiated claims or 
infractions of any lawt. 

When and Where to Advertise 

Use direct mail and media for advelrtising but always 
within a budget. Also, keep careful records of the 
returns from ads and mailings. This will indicate 
which ads pull and whether any season or time of 
year produces better results than others. Letters, 
circulars, catalogs or other direct mail act as tests to 
determine the best copy appeal, most effective art 
work, right price, and other features. 

Classified Advertising can be an excellent and low 
cost means of testing new products. In many respects, 
it is the mail order operator's best friend. For 
relatively small sums several offers simultaneously 
can be tested to determine which work and which 
don*t. before investing in large-scale advertising. 
Many people rely solely (and successfully) dn 
classified ad vertisin:j. 

Advertising— Win or Lose 

Whether it ha inagu/.iiio. newspaper, radici. TV, direct 
mail or other form of promotion, nothing determines 
thci success of a mail order enterprise so much as its 
advertising. Writing advertising copy. prepariiiK art, 
selecting mcidia, determining price, and other factors 
require long and successful experience in mail order 
.selling— and For this there is no substitute! 

Generally, these are abilities possessed by advertising 
agencies specializing in ih\s field. So, select an 
advertising agency carefully, and primarily on the 
lisisis of successful experience in producing profitable 
mciil order advertising. 

Selling by Direct Mail 

De.spite increasing costs of postage, printing, paper 
and mailing'operatLohs. direct mail continues to be an 
effec;tive and: prof itablS mea^^ orselling. Mailing lists 
covering virtually eveiyxonceiyable type of market 
and custonier base arevavio^^^^ frbn^ a great variety of 
sources. However* finding siich lists is not always 
easy. 

... ^ 11 



Publicity Can Be Profitable 

So-called "free * publicity is largely a myth: yet 
carefully prepared, properly placed publicity can 
prove invaluable in producing mail order sales. Many 
publications have special sections devoted to new 
products where a product may he featured. 

To capitalize on this sales opportunity requires 
thorough knowledge of how to properly present a 
product to editors. In a sense, the editor must be 
'*sold*' on the value of a product to the publication's 
readers. 

Simple as it sounds, successful writing and placing ol 
product publicity is not a chore for the amateur. 
Usually this service is performed by an advertising ! 
agency or a specialist in this field. Here again ;^ 
remember that experience usually pays off. 

Direct Mail Advertising 

The importance of direct mail in niail order Selling is 
obvious. Catalogs, sales letters, brochures, order 
forms, broadsides, other sales literature contribute j 
substantially to the success of every mail order ;^ 
enterprise. ^ 

If possessed ol the ability to clearly, effectively, and;^^ 
persiiasively communicate, write your own copy, ' j 
Many mail order people do. and often attribute theiri 
success to their own particular style of writing whicfi 
''brings in the orders.** That, of course, is the ultimat( 
criterion. , 

If writing c:opy is not a skill of yours, recognize that? 
fact and seek the services of competent professional \ 
help. Ultimately, direct mail advertising— used 
effectively-r^wiil determine the profitability of a -.'-yi 
business. 

Whether selling one. several or a large selection of ' 
products, sales will largely be the result of direct | 
mail. Use sales letters, brochures, and other sales 
literature to illustrate and describe a limited number' 
of products: use catalogs for, a large selection. 1 

As in most businesses, quality usually costs mpre bpi 
pays the most. The successful operator looks first to^ 
make dollars rather than save pennies. 

This does not imply reckless spending on advertisin) 
direct mail, and other promotion. Far from it! Don%: 
invest in full color printing when one or two colon|| 
Will do the iob. There is no need to use the costliest 



. papers, olaburate art, or engage in other extravagances 
to sell profitably. Avoid going overboard in either 
direction. 

Keep Good Records 

A word of caution: to succeed in mail order pay close 
attention to details! But don't get bogged down in 
them. Keeping accurate records, results of ads, 

• advertising costs, printing, postage, cost-per-order, 
and other figures are important to the success of the 

* business. However, do it in the simplest, easiest, least 
time-consuming way possible. 

U Repeat Business-^Key to Maximum 
Profits 

K Continuous profits come from continuous sales. As 
t - already suggested, rarely is a profitable mail order 
business established on a one-time sale. Below are 
some of the ways to stimulate repeat orders at 
minimal cost: 

Never Forget the Customer. The list of customers 
built up is a most valuable asset. Use it to send offers 
of merchandise at frequent intervals. 

Use Package Stuffers. A regular catalog or a special 
/ Offer rides **free** in outgoing orders. Since postage 
and packing costs already are being paid to ship the 
murchondise, package enclosures can bring in new 
sales and profits. 

Offer Quantity Discounts. Get larger orders by offering 
savings un quantity purchases. Every one loves a 
bargain. A di.scount or a special price, a premium for 
an order ovor a given amount, and similar incentives 
stimulate larger orders. Furthermore, gift ccdrtificates 
are often used profitably too. especially during 
Christmas and other holiday seasons. 

Advertise on Envelopes. If you are enclosing 
advertising in the envelope, consider utilizing the 
envelope itself to feature one or more specially- 
selected offers. The additional printing cost could 
prove insignificant compared to the eixtra sales 
produced. 

; Use the Personal Touch; Occasionally send; 
^ J '"personalized** letters or mailings to **best** 

customers. Make special offers such ;as presenting 
^ special prices. them. 
1^^ Consumers gidnmily mpond ^^yorably^^^^^^ 

l^jattehtioh, and interest in ah ihcreaisihj^y impersonal 

;p'World.' • '. : '■'''v•^^ ' 
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Sum and Substance 

Mail order can be profitable or unprofitable, 
depending upon personal skills, ability, business 
judgment, capital resources, imagination, 
aggressiveness, and stick-to-it-iveness. One 
entrepreneur may enjoy tremendous success 
promoting a product, while another may fail 
miserably. Usually, **it isn't the product, but what one 
does with it** that makes the difference! 

U.S. Government Publications 

The following selected titles of publications are listed 
under the names of issuing agencies. Some are free: 
others are for sale. Request the free publications from 
issuing agency, giving the publication*8 title and 
series number (if ishown). 

GPO— Government Printing Office — identifies the for* 
sale publications. These may be ordered from the 
Superintendent of Documents, U.S, Government 
Printing Office. Washington. O.C. 20402. For current 
price write to Superintendent of Documents, Give the 
publication's title, its series number (if shown), and 
name of issuing agency. ^CHeck local libraries for 
further listings of Federal publications and reference 
copies of some of the titles. Many public libraries 
keep selected publications, provided through the 
Federal Depository Library System. 

U.S. Small Business Administration 

Washington, DC 20416 

jBA issuos s^!vt*ral sorios of manaxemenl and lm:hnical publicalioiis 
dftsiKnud fur llie uwiior-manager and pmsper.live owners of small 
business. Lislingst nf publications may be n^queslud from SBA. P.O. 
Box 15434. Fl. VVorlh. TX 76119. 

Ask for SBA 115 A Free Management Assistance Publications and. ; 
SBAM15B For>Sale Booklets. The lisis are free and may be used for ;^^ 
ordering the free series from SBA or the far-sale booklets from the 
Superintendent of Documents (GPO). 

Listed below are titles in the various series that may be of iiilerest 
to persoiiQ engaged in selling by mail order. 

Smatt BusliiMS Blbllogniphy (4- to 24*page pamphlet). Free. Bach -i 
title deals With a specific kind of business function, giving brief 
description of the subject operation along with appro|:;iale 
bibliographic listings nf selected references. 

Handcrafts (SBBl) 
HQineBiisinat8(SBB2) 

MaaagMMnl Aids (4- to 16-paga pamphiat). Free. Each title gives 
guidance od a specific subfect for owners of small retail, wholesale. - 
and service businesses. \, 

Cheddistfor Going laioBusiaesa (MA 2M9i 

Keeping ReeordB in Small Bueiaeea (MA 1017) 

Plan Your Adveiii8ingButfBei(fM\4m^ -.^^ 



Llbraiy of QmgNM 

Washington. DC 20540 

A mail order opt rator. om who prapm matariali to tell by mail, 
frequently needa to copyright pdated materiab. A Ital of copyright 
publicaUona la available upon mq/am from the CopyHght Office. 
Library of Qingieaa.Waahliigtoii, DC. 204gO. , 

The Copyright Lomt cf the United Slatee of Americo. Request price 
from the Superintendent of Documenu. 

Federal Tirade Commiegioii 

Waghingtpn, DC 20580 

List of Publicdtions. Free. Indudea listings ol publications such as 
trade practice rules for many industries. 

U.S. PMlal Service 

Washington^DC 20260 

The following booUeU supply general inforshation on post office 
services, rates, and various office siies. Some of these are available 
In large poet offices and local llbrtiries. 

Intemotional MaiL Request price from Superintendent of 
i3ocumentB.,Gdntaina,detalM l^iloj^ about postne rates, 
services evall^e, prolUbltidns, Impqtt^m and other 

conditioni'govi^fmne meU to countries aro 

listed ^thriiidietlUlly^^^ ^^plicable to 

mail addreaaed :fo eedi^df tlMrmT SbM baais only. . 

which Includes the bulc bbdrU looiseleaf tSo^ 
issued asi required for ui i^ 

Oiroctoiy p/ FoitiQflfices. R^ bom Superintendent of 

Documents. Ust of piost olBm,faira^ 
StatM^ coiihties.^d alphabe^^ 

Postal Bulletin. luued weeUy vfl'thjsupplemen Issues. Request 
price from Superintendent of Dbcumen^^ such topics as: 
changes in rogulations. new develobmmtis In postal s^lce. and 
handling of mall, Inteided primar(ls^^j^ p(Myi.empl6yees: also of 
value to larger direct mail advertism and maU-otder dealeia. 

Postal Servfjce MmiuiSi. S]ubiidffij>tio^ dianges 
service for in Indefinite i^eriod; Contalliis tegulatlons^d 
procedures for public use: explaiiji the senioea available; stipulates 
rates andjeep: aid. prafBribeS' conditions under which postal 
r servipes m a^ilabfr Docu- 
ments.;-^'' ' •"'/^f-'cV'- tn. - -V.*-" ■• '* L V' ■ • 

NaUond ZIP'GtMie'bAec^ Superintendent of 

Documenu. List .ZIP Gdir for evmvmalling address in the United 
States. Arrange<^8lphabi^|oil^ State, 
compile Ua^iispcn^ii^ each 
State^vlM ZiP^Gode io^^ larger ciities. and other 

pertinent ZiPvGodB^ata;'-^^v^'^v -'^''-iiMi-''^- •^^fi^;,- 

Deparlom^ jtf ^ 

Internsd Reivm V 

Washing^n/pC^ 

Tax Gul^e assist businesspeople in 

■ prapMtIm bf^ed^ texletuni the calehdar year. Annually 
in Decemfaw.'RaquiM^ or 
local District DIreptor ol Intemid Re^ 
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Following is a list of books, directories, magazines, 
and trade associations which may be helpful in 
obtaining information about selling by mail order. 
Many of the books may be purchased from book 
stores or directly from the publishers, but most are 
available at local libraries. The publisher* address* 
and price are given for direct.o^ering althou^ 
ft vallebOly end prices «n eabfecl to chevfs. 

Books 

For additional listings, consult the Cumulative Book Index. Subfecl 
Guide to Books in Print, and the Publishers Trade Ust Annual at 
local libraries. 

AROO Publishing Company, Inc. 
219 Park Ave.. South 
New Yoric NY 10003 

Hoar to Win Snooeaa in the Mdd Order Buslneaa. loes. $5.PMenlB, : 
profitwiao techniques of mall order, including hmdamentals of 
capital, organization, plant, equipment, supplies, buylofk 
merchandlalng. sales promotion, legal requirements and record- : 
keeping. 

Hoar MdO Order Forftmes ore Mods Stern. Alfred»lS7C $12. ! 

Complete '*how to** book on beslcs of mall order, covering 
everythii^ from locating saleable products to writing ads and 
pnxnotknal literature. Order from Selective Pube., Inc., P.O. Box 
1140, Oearwater. FL 33917. 

Grain Books 

740 Rush St. 
Chicago. IL 60611 

Successful Oirect Marketing Methods. Stone. Bob. 1975. $24.09. 
Widely regarded as the modem *'Blble** of direct response 
advertising, this book reveals ,how successful professionals use 
direct mail, space broadcast and other media to sell all kinds of 
products. Included are over 100 illustrations, self-quizzes and case 
studies. ^-^ 

Oartnell Corporation. The 
4660 Ravenswood Ave. 
Chicago. IL 60640 

Direct Moil Moil Order Hondbook Richaid S. 3rd ed. 
$92.9a Gofnprehenshre gukle to every phaae of mail advertlaing 
and selling. Methods used by top professionals described in detail, 
enabling you to adapt their ideas to your own needa to gat results 
you seek. 

McGraw-WIl Book Company 
1221 Avenue of the Americas 
New York. NY 10020 

How to Start and Operate a Mail Order Business. Simon. J. 1976. > 
$19.99. TUe up-dated text darifiee tedmlquea of eem^ meximum'^: 
profits and provides mail order ope r a t o r s with sound guidance m] 
improving efficiency. 

Htm to iVHto AAwtiatag That SsUs. BadaU. C ad ed. 1979. $26^ 1 
Describee ndiat ad copy should do and how it can be ivritten to* do' 
It DI a cu sse a adling strateglee and methods lor aprtylng them in th 
writing of eOsi^veada. J 



Planning and Creating Better Olivet Moil. Yaclu ). and |. Magulre. 
I. 197e. $19.9S. Packed with Idau aad mathoda tor producing art and 
^ copy that sells merchandiaa by nail. 

I Printing and Promotion Hondbook. Melcher. D. and N. Larrick. 

t 1978. $24.99. Encyclopedia of intormatkm vital to the preparation 

t of printing, production and related aervicei used in mail order/ 

I direct mail selling. 

> : Prentke-HaU. Inc. 
Englawood CUlb, NJ 07032 

f Tasted Adirertiaing Methods. Gapiea. John. $11.90. Reviaed edition 
[j K^of the copywriter's **Blble** removes advertlaing guesswork and 

-'reveals proven selling techniques, includes 82 pages of illustrations 
^ ' of result*getting headlines, ads. and direct mall. 



V3 inflow I Mode $1 Million in Moil Order. Ckissman. E. loseph. 1975. 
^' $9.99. Practical, step-by-atep ayetem for succeeeftol mail order 

promotion explained in detail by a man who started small and 
^ achieved giant*size mail order success. 

liTab Hooka 

;P.O, Box 40 

Blue Rldgo Summit. PA 17214 

. My First 69 reors in AdvertMng. Sackheiau Maxwellv$9.99. Copy 
genius who created "Book of the Month Club** ldea^.;ix^lalns why 
his greatest ads were such huge successef and whjr:tAoy^aold 



Direct Moil List Rotes 8r Data SemiannuaUy. $92. Conprehanaive 
listing of mailing lists, arranged by subject In consumer, business 
and farm categories. 

Consumer Mogoifnee & Farm Publications. Monthly. $128. Listing of 
advertising rates, publication, closing dates, other data of 
publicationa accepting advertising. 

The fact that a publisher or firm Is listed In this Small Business 
BibUognphy doles not Indicate that the U.S. Small Businesa 
Adndnlatratlan endorsee any such film. - 

MagaziiiMi Newslettm 

Following are eome of the periodicals offering marketing and 
management information related to various aspects of selling by 
meil. 

AdmtlslRg Age. Weekly. $40 a year: $1.00 a copy. Grain 
Communications. Inc.. 740 Rush St. Chicago. IL 80811. 

Direct MorliBtfng. Monthly. $30 a yenr: $3.00 a copy. Hoke 
Communications. Inc.. 224 7th Ave. Garden City, ^4Y 11930. 



Din^ Mari(9ting Zelter. Monthly. $48 a 
Communications. Inc. 1370 Longwi 



Janus Marketing 
Rd.. Lake Forest, IL 80049. 



billions of dollars of merchandise. 



Directories 



Mail Order Digest. Monthly. $42 a year. National Mail Order 
Association. 5818 Venice Blvd., Los Angeles. CA 90019. 



^^^^ World Gift Review. Monthly 
Mf aa^ St.. Union City. NJ 07087 



$14 a year. World Gift Review. 818 



l.istoii herK are useful dirwitories for locating sounies of supply. 
; SHrvicKs. and products. Some are available for reference at liicul 

Itbnirtefi. PitbltsliHrs' names and addresses are provided for direct 
: ordt^ring although uvailubi/itv and prices are subject to i:hange. 

Mail Order l/SA 

P.O. Hox imWJ 
Washington. DC 20036 

Maii Order USA. O'Callaahan. Dorothy. $7.00. Guide to 2000 top 

< . muii order catalogs in the United States and Canada. Everx* type of 
.t;.ilaloK and merchandise is listed. 

i 

T B. Klein Publications. Inc. 

; P.O Hox 8303 

(*nral Springs. PL ;)30H5 

Moii Order Business Directory. Biennially. $45. Uata over 5000 

s jiames. aildresstis. and basic facts about U.S. firms doing business 
bv in«itl. Buyer s names are shown and types uf merchandise sold. 

r Guide to American Dire c torie a. 10th ad. $45. Uita over 5000 

^ tlirmitories available as mailing lists and provides publishers' 
^ : names. i:tist. contents of each directory* 

Standard Rate St Date Service. Inc. 

5201 Old Orchard Road, 
< Skolcie. IL 60076 




Newsletter. Monthly. $42 a year. National Mail Order 
0018 Venice Blvd.* Loe Angelee. CA 00019. 



Trade A^sbciiitipns 

Trade associations are generally excellent sources of 
information and assistance in their specific areas. 
Some of the associations dealing with various phases 
of mail sales are lifted below. Most will send 
descriptive literature of their services, sample 
publications* and membership reqxxirements. 



Direct Mail Marketing Aaeodatioa 

8 East 43d St.. New York. NY 10017 

Aseociated Third Qass MeU Ueers 

1725 K St.. N.W.. Washington. DC 20008 

National Mail Order AaeodaUoa 

5818 Venice Blvd.. Los Angeles. CA 90019 



^Single copies of Snail 



BftUogr^ are available free from SBK. FX>. Box 18434. Ft Worth. tX 7M1«. Infbmatkm praeented la 



inecessaiy selective and nb^fli^la Intended td^ material not mentioned, 
|;apbiroval or disapproi^'by^idilBfAlm private oiganizaUon. luroduct. or 

|will be appreciated if this Biblki^ 
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Determine Prices 



r^^r^mining prices for the products or services sold by your business is 

of Ibfinost challenging tasks facing the entrepreneur, especially the 
novice. How nuch is paid by the customer for a product or service is the 
flelHng prieg^ Seme essential questims to ask to set prices are: 

What are people willing to pay? 

What is the break even pointy vtien are expenses covered? 

How nuch profit do you mant to make? 

Wiat is your conpetition charging? 

Setting prices for a service-oriented business is a little different than 
setting prices for products sold by a business. Both have some cornnon cost 
cms i derations*. 

General Price Setting Qom^onenta 

Oonrnon essential considerations lAen setting prices are: 

operating expenses 
break even point 
profit 

All the costs of running a business must be included in the price charged. 
Another name of these costs is operating expenses; These costs include: 

salaries 

fees — to litwyersy accountants 

rent (includes space in your house) 

utiliti escheat 

repairs 

d^reeiation oh any Equipment 
advertising/promotional expenses 
general supplies 
insurance 



Servlee-Qrtantiid Bnniiww 



A person operating a service-ori«ited business needs to figure out on paper 

the operating expenses incurred simply to keep the business going. Keep 

careful records each month of all the money spent for the business and the 
income received. 

The price should include: 

operating expenses 

time investment/ labor costs 

profit 

Remember to include the costs of heat, electricity, and rent even when 
working f ran your house. Bookkeeping and answering services, as well as 
office supplies, gasoline, postage, and telephone expenses need to be 
counted as business expenses and figured into the price charged. Service 
businessea either charge a flat fee or by the hour. In either case you 
must know what your hourly expenses are. 

If you work full-time, 8 hours daily, then you are working 168 hours a 
mr>nth. The standard number of working days in a mmth is 21. 

lA_houM X 21 atandftfd nPFking dftvn p^r month = 168 hftiii. B pgr imnthi 

Adjust these figures to suit your own personal situation if you work more 
time or part time. 



To conpute your hourly expenses take your total monthly expenses and 

divide bv 168 to arplve nt your tmurly ftitpansft figura. 

For example: ; 



Total mcHithly expenses divided by 168 = hourly expense 

I i596 divirteH hy 168 = ffl.SS 

Labor Is a major portion of the service-oriented business's expense. 
Figure out what your time per hour is worth for each task and include it in 
the price. 

You may decide to charge the hourly minimun wage, which is currently $3.35 
per hour. If a task is conplicated and requires a special expertise not 
readily available you may want to charge a high amount for your labor. 
Keep in mind this will elevate the price and some customers will either be 
unwilling or unable to buy your service. Some entrepreneurs are willing to 
charge less than miniinni wage for their labor until they have established 
their business reputation. 

Profit should also be included in the price charged. A business cannot 
continue to operate if it does not make a profit. You will want to find 
out the profit percentage made by other similar services and include a 
comparable amount in your price* 
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To arrive at the figure representing the price per hour to be charged; 

1) Docide on the amount to charge per hour for your labor. 

2) Add the anxiunt of your hourly expense to the hourly labor charge. 

3) Decide what you think is a fair and conpetitive amount of profit; 
add this to your other charges. 

4) Arrive at the price to be charged per hour for the service you 
are selling. 



Exanplei 



$3.55 -I- 


$3.55 + 


$1.40 -> 


$8.50 per hour 


labor expense 
per hour 


hourly 
expense 


profit 
per hour 


price charged 



Product-Qplentcd Buainftim 

Businesses sielling products also have to keep their canpetition in mind and 
determine the "going rate" for similar products sold in their area. The 
profit percentage and business operating expenses are standard canponents 
figured into the pricf/ charged for products. 

Hie selling price for products being sold should include: 

cost of goods sold 
operating expenses 
profit 

In retail businesses the differoice between wAtolesale cost of the 
merchandise and the retail price is called imrk-up . Blbrk-up mist cover the 
costs of operating the business and allow the business to imke some 
profit. 

The most conmon strat^ used to set prices is called groaa profit prlftiny . 
This is the ODcmnt addM to the vdiolesale cost, and in this case can be 
thought of as a mark-up* Ooaa ppofitg miat cover operating expenses. Net 
fixoiil will be vvhat is left over after paying out operating expenses. Net 
prof it is^ the remrd .the owner expects for all the hard work and financial 
investment made in the business.^ Put of the prof it money will be used to 
pay income taxes and be reinvested in the business. 

Hard goods are usually marked up lOOX. Living products su^sh as plants may 
be marked up 100% to 300%. 



To calculate the gross profit percentage or mark-up use this formula: 



Selling Price - ipholesAle Chst 


= Gross Profit Percentage 


Selling Price 


»D - $10 




$30 





other Releviint BlMnenta in Prlo^ Setting 



When setting prices the entrepreneur will be aided by guidelines and 
formulas; however , other factors also need consideratim. The price 
charged by a conopetitor is relevant to the price you can charge. You mnt 
customers to bi;^ gooda or services through your business, not through your 
conpetitors* businesses. 

The break-even point is another important figure to calculate. What is the 
minimun amount you can charge simply to regain the costs you have had to 
pay out to run the business? You will be able to determine this fron your 
records of business expenses and product costs. 

When products are not selling, the entrepreneur will need to mark down 
prices to help speed sales. Scmetimes, an item will be marked below cost 
simply to move it out of inventory. Be sure customers know the original 
price so they can see the bargain th^ are getting. Mark downs make 
customers happy. 

Stock Turnover 

Stock turnover is the mnber of times inventory is sold and must be 
replaced in a year> It is an indicator of your businesses health. 

To figure your turnover rate, take the SSOL of the goods sold in your 
business in one year, and divide by the average cost of inventory carried 
to learn your turnover rate. 

Hie average cost of inventory figure can be calculated by first adding iq;> 
the wholesale costs of aU inventory on hand January 1. Next count and add 
the wholesale costs of the end*-of-iDDnth inventories for the next 12 months. 
Add these two figures together and divide by 13. 



For Example: 



Wholesale Cbst of All Inventory on hand: 
_ > 

January 1 $ 900.00 

Wholesale Cbst of Inventory at End of 
Each Month for Next 12 Months: 



> 



January 31 


$ 1,000 


February 28 


900 


March 31 


800 


April 30 


950 


Atay 31 


1,050 


June 30 


1,100 


July 31 


1,150 


August 31 


1,300 


Septenober 30 


1,050 


October 31 


1,000 


November 30 


900 


Deceniber 31 


800 



i 



Total $ i2fOOO.oo 
&and Total $12,900.00 



Divide the total vAiolesale inventory 
costs by 13 to get the average cost of 
inventory carried: 

$12,900 divided by 13 - $992 



IrJN you can f igure v^t the turnover rate will be. 

Take the total costs of the goods sold by your business in one year and 
divide by the average cost of inventory carried. 



— Cost of Qaoda Sold in f¥ift Yoiii. = 'Dirnover rate 
Average Cbst of Inventory Carried 

mum = 11 
$992 



A low turnover rate may indicate not only slow sales but a poor choice of 
merchandise. Tk> high a turnover rate may indicate a need to buy in larger 
quantities. A business selling perishable itens will want a turnover rate 
between 9 and 12 tiroes a year. In this way spoilage loss will be 
minimized, and more cash is available to bi^ merchandise to inprove 
inventory. 
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Sunmary 



Learning how to set prices takes some business experience. Ihe information 
in this section is presented as a helpful guide; however, some degree of 
flexibility is needed. You need to set prices high enough to pay operating 
expenses and give some profit, but low enough that people will buy. 

You will need to make some adjustments to your business if your operating 
expenses are too high. 

from Home BitreppenaiiPiihtpi InBtrii«»ttftnttl 
Material a in tha Operation of « Snrill 
BiBlnaaa from tim Wwip^ Susan F. Ifeis and 
Kay S. O'Brien, Pennsylvania Department of 
Education, Bureau of Vocational Education, 
Ibrrisburg, Pa, June, 1983. 
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What is the Best Selling Price? 

U.S. Small Business Administration 
Number 1.002 

Direct Costing 



Summary 

In ■0ttlng pricM, the goal ihould be to maximiM pro- 
fit. Although lomo owM^maMgon fool that an In* 
croasod lalet volumo li noodod for Incroasod profits, 
voluno alono does not moan more profit. The Ingre- 
dient! of profit are costs, selling price, and the unit 
sales volume. They must be In the proper proportions 
if the desired profit Is to.be obtained. 

No one pricing formula will produce the greatest pro- 
fit under all conditions. To price for maximum profit, 
the owner-manager must understand the different 
types of costs and how they^ behave. You need u|hto- 
date knowledge of market cdndltloiis bflicause the 
**right*' selling price for a product under one set of 
market conditions may be the wrong price at another 
time. 



The "best" price for a product is not necessarily the 
price that will sell the most uhits. Nor is it always the 
price that will bring in the greatest number of sales 
dollars. Rather the ''best" price is one that will max- 
imize the profits of the company. 

The 'best*' selling price should be cost oriented and 
market oriented. It should be high enough to cover your 
costs and help you make a profit. It should also be low 
enough to attract customers and build sales volume. 

A Four Layer Cake 

In determining the best selling price, think of price as 
being like a four layer cake; The four elements in your 
price are: (1) direct costs, (2) manufactunng overhead, 
(3) nonmanufacturing overhead, and (4) profit. 

Direct costs are fairly easy to keep in mind. They are 
the cost of the material and the direct labor required to 
make a new product. You have these costs for the new 
product only when you make it. 

On the other hand, even if you don't make the new pro- 
duct, you have manufacturing overhead such as janitor 
service, depreciation of .machiniBry, and building repairs, 
which must be charged to d products. Similarly, non- 
manufacturing bverhead!^uch as selling^^d ad- 
ministrative expens(BS (including your 'must be 
r^harged to yotir oidfq^iroducts. / 
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The direct costing approach to pricing enables you to 
start with known flgures when you determine a price 
for a new product. For example, suppose that you are 
considering a price for a new product whose direct 
costs^materials and direct labor— are $3. Suppose fur- 
ther that you set the price at $5. The difference ($5 
minus $3 • $2) is "contribution." For each unit sold, $2 
will be available to help absorb your manufacturing 
overhead and your non-manufacturing overhead and to 
contribute toward profit. 



Price- Volume Relationship 

Any price above $3 will make some contribution toward 
you overhead costs which are already there whether or 
not you bring the new product to market. The amount 
of contribution will depend on the selling price which 
you select and on the number of units that you sell at 
that price. Look for a few moments at some figures 
which illustrate this price-volume-contribution relation- 
ship: 



Selling Price 


$5 


$4 


$4 


Pro|Mted ulet In units 


10,000 


30,000 


15,000 


Proiected dollar talei 


$50,000 


$120,000 


$00,000 


Direct coett ($3 per unit) 


$30,000 


$ 00,000 


$«S,000 


Contribution 


$20,000 


$ 30,000 


$15,000 



In this example, the $4 selling price, assuming that you 
can sell 30,000 units, would be the "best price" for your 
product. However, if you could sell only 15,000 units at 
$4, the best price would be $5. The $5 sellhig pric^ 
would bring in a $20,000 contribution against the 
$15,000 contribution from 15,000 units at $4. 

With these facts in mind, you can use a market-oriented 
approach to set your selling price. ^ our aim is to detei;- 
mine the combination of selling price and unit volume 
which will provide the greatest contribution toward 
your manufacturing overhead, nonmanufacturing 
overhead, and profit 



Complications 

If you ran a nonmanufacturing company and could get 
as much of a product as you could sell, using the direct 
costing technique to determine your selling price would 
be fairly easy. Your success would depend on how well 
you could project unit sales volume at varying seUing 
prices. 



However, in a manufacturing company, various factors 
complicate the setting of a price. Usually, the quantity 
of a product that you can manufacture in a given time 
is limited. Also whether you ship directly to customers 
nr manufacture for inventory has a bearing on your pro- 
duction and financial operation. Sometimes your pro- 
duction may be limited by labor. Sometimes by •equip- 
ment. Sometimes by the availability of raw materials. 
And sometimes by practices of your competition. You 
have to recognize such factors in order to maximize 
your proflts. 

The direct costing concept enables you to key your pric- 
ing formula to that particular tesource— labor, equip- 
ment, or material^which is in the shortest supply. The 
,Gatl Manufacturing Company* provides an example. 



Establish Contribution Percentage 

In order to use the direct costing approach, Mr. Gail 
had to establish a contribution percentage. He set it at 
40 percent. From past records, he determined that, over 
a 12-month period, a 40-percent, contribution for each 
price would take care of manufacturing overhead, non- 
manufacturing overhead, and profit. In arriving at this 
figure, Mr. Gail considered sales volume as well as 
overhead costs. 

Determining the contribution percentage is a vital step 
in using the direct costing approach to pricing. You 
should review your contribution percentage periodically 
to be sure that it covers all your overhead (including in- 
terest on money you may have borrowed for new 
machines or for building an inventory of finished pro- 
ducts) and to be sure it provides for profit. 

Mr. Gail's 40-percent contribution meant that direct 
costs— material and indirect labor-*would be 60 percent 
of the selling price (100—40 - 60). Here is an example 
of how Mr. Gail computed his minimum selling price: 

Material Z7t 
Direct labor »10f 

The 37 cents was 60 percent of the selling price which 
worked out to 62 cents (37 cents divided by 60 percent). 
The contribution was 25 cents (40 percent of selling 
price): 

Selling price Bit 
Direct cbfts 37< 

In this approach, raw material is given the same impor- 
tance as direct labor in determining the selling price, 
names in Aids are fictitiou^^^ 



Value of Material 

The value of the material used in manufacturing the 
product has a bearing on the contribution dollars that 
will accrue from each unit sold. Suppose, in the exam- 
pie above, that the material costs are only 15 cents in- 
stead of 27 cents while the direct labor costs remain the 
same— 10 cents. Total direct costs would be 25 cents. 

In order to get a maximum contribution of 40 
percent*-as Mr. Gail did— the direct costs must not ex- 
ceed 60 percent of the selling price. To arrive at the sell 
ing price, divide the total direct cost by 60 percent (25 
cents divided by .60). The selling price is 42 cents. With 
this new selling price, the contribution is 17 cents (42 
cents minus 25 cents for direct costs). 

The point to remember is that when the material costs 
are less, the contribution will be less. This is true even 
though the same amount of direct labor and the same 
amount of machine use is required to convert the raw 
material into the finished product. 



Contribution-Per-Labor-Hour 

What happens if Mr. Gail is unable to operate the equi- 
ment fully at all time? In order to maximize profits, he 
must realize the same dollar contribution per direct 
labor dollar, regardless of the cost of materials. To do 
this, Mr. Gail could use the "Contribution per Labor 
Hour" Formula for setting his selling prices. 

In this formula, you determine a mark-on percentage to 
use on your direct labor costs. This mark-on will pro- 
vide the required contribution as a percentage of selling 
price. For example, if direct labor is 10 cents and con- 
tribution is 25 cents, then contribution as a percentage 
of direct labor will be: 



The mark-on factor to use on direct labor costs is 250 
percent of direct labor costs. 

Now suppose that material is 15 cents and direct labor 
cost is 10 cents. The selling price would be 50 cents, 
figured as follows: 

Malarial coata ISt 
Dliact labor ♦lot 

Conftribotiaa »28< 
SalllnsPrica >50t 

The "Contribution per Labor Hour" approach assures 
Mr. Gail a 25-cent contribution for each 10 cents of 
23 



UN «tlM «r Mm rtw mtifrtal ynd. 



■It la ilMit Mpply 
9i HNlNltL Tkit IbimmIs It 

OW.TlM 



rMllM a rtturn of 120 per mtchlnt hour In ordir to 
eovtr It! mtnuracturlni and nonmanufacturlng 
o wb aed. Whm tht full 8.000 houn art uatd. tht $20 
pwhour i«lum wtO brtni tbo company to Ita braaktvan 
polat Whan all tha oonpany'a avallabia machlna hours 
caMMl ba aoM. Ua ralura paMnachlno>hour must ba 




Nollot dm la tha abova aMmpla. only tha braakavan 
polal la c o aal da i a d . Than la no provlalon for profit. 
How do you build preftt Into thia pricing formular 




en boa 




Bta la a aood approach, if tha Call 
MaaulKturiag Conpaay, br axampla. has t300.000 ln> 
vaalad tad waala ■ lOforeaal ratum. lu profit bafora 
turn would hava fj bt iM.000. Hr. CaU can ralata this 
ptofll fOol 10 Iha BMchlaa^r approach by dividing 
lha IMMO by Bjm (tha avallabla machlna hours). This 
awaaathit ba aaada 16 par machlna hour as a mark*up 
fef piolllt 
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M iIhi In My L 

',;,trJS!?.! 7T — Pioduct c 



A.t.MidC 
HiaircoaM 



Ufa 
Aaa 
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lo product. 




Now auppoaa that Mr. Call wanu to usa tha 
ooaMbuMoa'PormachlnO'hottr and pront•pa^machina• 
hour appraaeh lo sat a prica for product C. For product 
a tha diract labor coat par unit Is 11.00. Machlna out- 
put for uaita par hour) Is 1.28. raqulrad contribution par 
aaddaa hour la S20. and daalrad profit par machlna 
hour la 10. Tha fomwla to sat tha unit sailing prica Is: 



pwUaM 




f«s.ay 



laax jwi 



iMftja«f«Biiiiiitii It 



Sana mmmii 
as«aa ■ aia. 



totaat 
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If Mr. Gail la to gat a 10 parcetrit return on his in- 

I bafora taxas. tha sailing prica must ba $43.97. 



Bitf auppoaa compatltlva factors roaan that Mr. Gail can- 
not aaO product C at t43.97. In such casa. h« might 



(1) Not amha product C if ho can usa tha machine tima 
to maaufactur a anolhar product which will giva his 
coaipeBy ila profit of 10 parcant— provldsd. of course, 

IS) Kaduoa tha aatttaig prica. If rafuaing orders for pro- 
dud C anaaa that tha oaachlnaa will ba Idle. Any price 



Hnmlur that S39.17 will generate some profit which is 
belter than no profit. 

Hut Hiipiitimt Ihtil S:)H.I7 is mIho too high. Should Mr. (iail 
turn down all orders for product C at less than S39.17? 
Not necessarily. If he has no orders to run on the 
machines, he should accept orders for product C at less 
than S39.17 because Sie of that price area contribution 
to manufacturing and nonmanufacturing overhead. He 
has to pay these costs even when the machines are idle. 

Keep in mind that the direct costing method of setting a 
price gives you flexibility. For example, Mr. Gail has to 
get $43.97 for product C in order to make his desired 
. profit. But his price for that product can range from 
^ S23.17 to S43.97 (or higher, depending on market condi- 
tions). 

Any price above S39.17 brings in some contribution 
toward profit. Mr. Gail can break even at $39.17. Any 
price between $39.17 and $23.17 brings some contribu* 
tion toward his overhead. And in a pinch, he can sell as 
low as $23.17 and recover his direct cost-- material and 
direct labor. 

However. Mr. Gail must use this flexibility with care. It 
taken only a few transactions at $23.17 (recovering only 
direct costs) to keep him from maximizing profits over a 
12*month period. 

Market conditions will affect your pricing decision: but 
the cost analysis formulas for setting selling prices help 
you to maximize your profit. 



Profit Costing and 

Introduction 

K This Aid ditcuttet cotUnf tod pricing of tervicet to 
Mture that oach fob taru a reasonable profit, The 
flguret used in the tables and examples do not reflect 

^what your service costs, prices, and proflts actuaUy 
would or should be, The flgures are used to demon- 

f strata costing and prictng and are rounded off for fur- 

nhw simplicity. Because of the Importance end some- 
times complexity of coating and pricing, it Is good 
business practice to consult your trade association and 
particularly your accountant to learn what are the best 
current practices, cost ratios, and proflt margins In 
your service business, 



Pricing for Services 

U.S. Small Business Administration 
^1 .1. Number 1,020 
parts: 1) the material cost. 2) the labor cost, and 3) the 
overhead cost. Direct materials and direct labor + 
overhead • total cost of service. 



Cost Determination 

Direct Material Cost The direct material cost is made 
up of the cost to you for parts and supplies that are us- 
ed on specific fobs. Once the list of parts and supplies 
to be used is developed, a check with the supplier will 
give an up-to-date material cost. The shipping and other 
handling (storage, etc.) costs for the parts should be in- 
eluded in the matisrial cost. 



Costing Problems 

Many small businesses are not making a profit today 
^because they do not know the basic concepts of costing 
and pricing. The situation is most serious in the service 
business because each service performed has a different 
cost. Frequently, the service business must bid for jobs 
by making a price quotation in competition with similai 
businesses. Can you calculate your costs for your ser- 
vice and quote a price that is competitive and returns a 
profit? 

Without realizing what they are doing, some business 
owners set their selling price below their total cost. This 
may result in more business for the company, but a loss 
will be incurred on each sale. Occasionally, a small 
business owner who lacks a knowledge of costing will 
try to compensate by setting prices very high. The end 
result is that the business is not price competitive and 
^oes not attract sufficient customers to survive. Fre- 
quently, a business earns a proflt on some particular 
service and loses mpney on other services Without 
^nowing which services are earning a proflt and which 
Services are incurring a loss. The year-^nd income state- 
iieht combines the profltii^nd lossies from the various 
iervices performed over the year, therefore, it is im- 
)pssible to determine the profitability of specific service 
pbs from a yea^end incoinetstatement. 

Jse a simplified approach to cost accounting that 
eflects the needs of the small business and reports the 
»st with a reasonable degree of accuracy. The total 
ibst of producing any service is cdmpos^ |if |hree 
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Direct Labor Cost The direct labor costs include those 
labor costs identified with a specific service job. The 
labor cost involved in providing a service is determined 
by multiplying the number of direct labor hours re- 
quired by the cost per direct labor hour. It is very im- 
portant to determine accurately the amount of direct 
labor hours involved to complete the service; therefore, 
you must use a time clock, worksheet, or a daily time 
card for each employee to determine the exact amount 
of labor time spent on each service job. 

The houriy cost of direct labor can be figured (priced) 
two ways. One, it can be the houriy wage only, with 
fringe benefits. Social Security, Workers' Compensation, 
etc., (all labor-related costs) allocated to overhead. Or 
two, the hourly direct labor cost can include the houriy 
wages plus the employer's contribution to Social Securi- 
ty, unemployment compensation, disability, holidays 
and vacations, hospitalization and other fringe benefits 
(payroll costs). 

By this second method, the added payroll costs for va- 
cations, holidays and benefits are expressed as percent- 
ages of direct hourly wages. For instance, if two weeks 
of vacation and ten holidays are given annually, this 
amounts to four weeks per year or 7.7% (i.e., four 
weeks off divided by fifty-two weeks ± = 7.7%) of 

52 

total labor cost was for time off. Thus, to determine the 
total direct labor cost per hour by this method, you 
must add the prorated cost of the payroll taxes, work- 
ers* compensation, holidays and vacation pay, hospitali- 
zation, etc., to the hourly wage paid. As a rule of 
thumb, the sum of the various payroll-benefit costs have 
generally been in the range of 20% to 30% of the 
houriy wages paid. It is more complicated to figure but 
more precise to use the higher labor cost (including 
labor related payroll costs in addition to hourly wages 
in direct labor costs). The following table shows a sam- 
ple calculation for figuring the total direct labor cost 
using this more exact method. 



ABC Repair Company 

Table 1 Direct Labor Cost Calculetlon 



(1) 

Hourly 
WaKn 


12) 
Payroll 
Taxes 
9 12% 


(3) 
Workers 
Compensation 
9 3% 


(4) 

Total Direct Labor 
Cost Per Yeer* 


PI 

Vacation and 
noiiaay uosi per 
Working Hour*' 


Actual Direct 

1 aKnp f^nvl nil! 

Working Hour* 


$2.68 


$.32 


$.08 


$6406.40 


$.19 


$3.27 


3.26 


.39 


.10 


7800.00 


.23 


3.98 


3.40 


.41 


.10 


8132.80 


.24 


.4.15 


3.62 


.43 


.11 


8652.80 


.26 


4.42 


3.85 


.46 


.12 


9214.40 


.28 


4.71 


4.10 


.49 


.12 


9796.80 
Total $50,003.20 


.29 


5.00 



•I 



•40 hrs/wk X 52 wks/yr - 2080 hrs/yr 
••6.25% of Columns 1 ♦ 2* 3. 
•••Columns 1 ♦ 2 ♦ 3 ♦ 5. 



Overhead Cost Overhead includes all job related costs 
other than direct materials and direct labor. Your 
overhead cost depends on which of the two ways you 
figured direct labor costs, with or without the labor- 
related payrbll-behefits costs. If you did not include 
these expenses in diwict labor, then you must include 
them in overhead. In bur examples, however, these 
labo^related costs aris included in direct labor and not 
in overhead. Either way the effect oh the total job cost 
is the same, but your overhead cdst varies accordingly. 

Because they may not know how to allocate (or assign) 
overhead costs to the services performed, many small 
business owhe^mahagers miscalculate or avoid con* 
sidering overhead costs. 

Overhead is the indirect cost of the service and is made 
up. of indirect materials, indirect labor, and other in- 
direct costs related^b particular services. Indirect 
materials are tod minorrtb include as direct material 
costs. Incidental sui>pl^V and machinri^^^ are 
examples^ Indirect labti^ris the wages, and 
other payroll-benefit xbi^ incuri^ who do 

NOT perfbrni the seiV^ main ser- 

vice hihctibn, sucli'as; c^ 

employes; OjOi^^bbs^ in- 
surance, and trans{^ 

overhead cost be Mriiice cost includes a por^ 

tipn of all indiiec^b Ijible 2 prbjects total 

bwffi^ad fbr\ali?Senr^ por- 
: tibn of oveiicwd^ie or fobs, you 

^a^ 1v calo^^ 

overttead^r^ 



The way you calculate the overhead rate should relate 
the overhead costs to the primary cause for the 
overhead cost being expended, reflecting a reasonable 
amount of total overhead to each service. The overhead 
rate can be expressed as a decimal, as a percentage, or 
as an hourly rate. The use of the overhead rate helps to 
assure that all the overhead costs expended throughout,^ 
the year will be recovered as the businesses services bt^I 
sold throughout the year. 

In a situation where employee wages vary a lot, as 
when higher paid employees work with more expensive^ 
equipment, the overhead cost is allocated on the basis of-^ 
direct labor cost. This occurs because a large P'opo'- 1|1 
tion of the overhead cost will consist of equipment ■■-M 
depreciation (other indirect cost), interest on the capital || 
invested in equipment, and electrical costs. The ^ 
overhead rate is determined as follows: p| 



(1) Overhead Rate 



Total Overhead Cost 
Total Direct Labor Cost 



This is the most common method for allocating -i 
overhead cost to the specific service performed. The rvM 
above rate is suitable fbr machine shops and auto rep^r;! 
shops. 

In some cases there is relatively little difference in thr^ 
hourly wages paid to different employees. In other | 
cases, no relationship exists between the level of the 
worker's skill and the amount of equipment used by the^ 
worker. Under such circumstances, total overhead cost 
may be allocated on the basis of direct labor hours as g 
follows: ; 

(2) Overhead Rate « Total Overhead Cost 
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Total Direct Labor Hours 



The above rate is suitable for businesses such as 
^secretarial services or janitorial services. The overhead 
costs result mainly from the workspace, supervision, 
^^nd electricity that the workers need in order to provide 
;the service. Using formula (2), it is possible to determine 
!the overhead cost per hour per employee. 

|C«lGulating the Overhead Cost In determining the total 
overhead cost, a small business should not depend sole- 
ly on last year's income statement Due to inflation and 
^business growth, last year's overhead costs do not ac- 
^curately reflect today's overhead cost. The best ap- 
proach is to project the overhead costs for the near 
jTuture, that is, the anticipated overhead expenses for the 
next six months to one year. The projected overhead 
cost will reflect additional administrative salaries, the 
depreciation of new equipment that the business plans 
to purchase, rent increases, energy cost increases, etc. 
Table 2 shows projected overhead expenses for a small 
business, ABC Repair Company. 

The payroll taxes included in the projected overhead 
Mpensat for the service business are only those paid on 
executive and office salaries. The direct labor payroll 
taxes, holiday pay. vaication pay, etc., are included in 
the direct labor cost shown in Table 1. 



4BC Repair Company 

Table 2 Projected Overhead Expenses 

For the Upcoming Year 

Indirect Materials 
- Office Expenses 

Postage 

Repairs 

Shop Supplies 
: Utilities 
■ Telephone 



Indirect Labor 

Executive Salaries 

Office Salaries 
! Payroll Taxes 
: Travel & Entertainment 



Dther Indirect Costs 

Accounting 
; Advertising 

. : Auto-Truck Expense (Transportation) 

Depreciation 
\\ Insurance 
;/ Interest 

Licenses 

Miscellaneous Expense 

i}i;Rent 

rbtal Overhead 

'■- ■ . •■- 



1.800 
450 
2.900 
2.700 
2.400 
4.400 



S30.000 
7.000 
12.000 
700 



2.400 
4.800 
5.400 
9.650 
1.240 
2.360 
650 
500 
8.450 



S 14.650 



49.700 



35.650 



To insure that all overhead costs are included, it is best 
to project the overhead costs for a full fiscal year. This 
aids in the treatment of expenses that occur only once 
each year, such as business licenses. 

Coat Calculation Example Perhaps the most common 
type of service business is the repair business. The cost 
calculation procedure illustrated here for the repair 
business can be used for other types of service 
businesses. The only precaution that needs to be taken 
is that the appropriate overhead rate formula which 
reflects the businesses operation, as discussed above, be 
used in the calculation. 

It has been estimated, based upon previous experience, 
that a specific repair job will require $20 of parts and 2 
hours of labor by an employee whose labor cost is $5.00 
per hour (These estimates will be used throughout this 
Aid). As discussed earlier, the total cost of producing 
any service is composed of: 1) the material cost, 2) the 
labor cost, and 3) the overhead cost. 

To determine the material cost (the cost of the parts), 
check the cost of the part in your inventory or get a 
price quote from your parts supplier. A parts wholesaler 
is the source of the $20 material cost in this example. 

To determine the total direct labor cost, the number of 
hours of direct labor used is multiplied by the actual 
direct labor cost per hour. An employee whose actual 
direct labor cost is $5.00 per hour, including payroll 
taxes and fringe benefits (see Table 1), requires two 
hours to complete the repair job. 

Labor Cost - Direct Labor Cost per Hour X Hours Re- 
quired 

Labor Cost - $5.00 per Hour X 2 Hours 
Labor Cost - $10.00 

The projected overhead expenses were projected to be 
$100,000 per year, as shown in Table 2. The nature of 
the repair business is that overhead costs are most 
directly related to direct labor costs than to direct 
material costs. The tdtal projected direct labor cost in- 
cluding payroll taxes and fringe benefits was determin- 
ed to be $50,003.20 (see Table 1). The formula selected 
to determine the overhead rate based upon the direct 
labor cost is: 



(1) Overhead Rate 



Total Overhead Cost 
Total Direct Labor Cost 

$100,000 



$50,003.20 



$100.000 



2.00 
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tn most small businesses, the overhead rate is between 
one and two (i.e.. between 100% and 200% of the direct 
labor cost). This is based upon the author's five years of 
small business management consulting experience. 
Businesses that are very labor intensive, such as a 
janitorial service, will have an overhead rate much less 
than 100%. 

To determine the overhead cost allocated to a specific 
job. the labor cost is multiplied by the overhead rate as 
shown below. 



(1) Overhead Cost 



Direct Labor Cost X Overhead 
Rate 

$10.00 X 2.00 
$20.00 



To determine the total cost of the repair job, the 
material cost, the direct labor cost, and the overhead 
cost are added together: 



Material Cost 
Direct Labor Cost 
Overhead Cost 

Total 



Pricing 



$20.00 
10.00 
20.00 



Calculate th3 profit and add it to the total cost to get the 
price to charge for the service, in this case a repair job. 
Prices charged by competitors (similar service 
businesses), economic conditions of supply and deniand^ 
and legal, political, and consumer pressures all in- 
fluence the profit you can. expect for your service and 
hence the price you can charge for your jobs. Inflation, 
the amount of business you have (i.e., number of jobs), 
and your productivity (the efficiency and quality of your 
business and service) also all affect your profit and the 
way you figure your prices. You can choose from 
several pricing methods. Common business practice is 
to express profit as a percentage of the base used for 
pricing calculations no matter which pricing method 
you use. 

Pricing Alternatives In considering the total cost of the 
repair job discussed above, the material cost can no^ 
mally be predicted with a^high degree of accuracy. 
Labor and overhead costs cannot be predicted with such 
a high degree of accuracy^An employee may not feel 
well on a given day. Or there ma^^ an equipment 
bi:eakdown. Either wiU resiQjb^in^ expected 
labor costs! A provision fo^a^dfuist^ labor 
and overhead costs ccinl^ es^^ through your ap- 



proach to profit. The profit can be applied to the three 
costs independently, allowing for variations in labor and 
overhead costs among jobs. For example, a 10% profit 
on material, a 30% profit on direct labor, and a 30% 
profit on overhead can be used to determine the price of 
the service. 



Material Cost ^ Profit of Material 

$20 ^ $20 X 10% - $22.00 
Direct Labor Cost Profit on Direct Labor 



$10 



$10 X 30% 



$13.00 



$ 2 



$ 3 



Overhead Cost -»> Profit on Overhead 



$20 ^ 
$50 Cost 



$20 X 30% 



- $26.00 
$61.00 Price 



$ 6 
$11 Profit 



The concept of applying a different rate of profit on the ;f i 
three underlying costs (material, labor, and overhead) is 
one method of dealing with the large difference in , 
predictability of costs that exists between labor and > 
materials in most service businesses. To reflect the flue- ^ 
tuations in utilization and cost of labor and overhead ^ 
from job to job, your profit on labor and overhead '^^i 
should normally be higher tha profits on materials. 

Direct Cost Pricing With this method you set your sell- v 
ing price based on direct cost, that is, on direct materials 
(DM) and direct labor (DL). DM of $20 plus DL of $10 
equals Direct Costs of $30. Overhead (OH) costs are $20; ..^ 
so to earn the $11 profit you need, your selling price 
must be at least $31 above your direct costs. To find the ;;?| 
percentage of profit on direct cost to charge, divide | 
direct costs into overhead plus needed profit: 1^ 



$31 ($11 $20) ^ $30 
(proof $30 X 103 1/3% 



103 1/3% 
$30 X 1.033 



$11) 



Pront Margin Pricing This profit rate is expressed as a 
percentage of your full costs. Full cost is divided into 
the needed profit to get the percentage of profit margin: 



$11 ^ $50 » 22% 
Proof $50 X 22% > 



$11 



Profit can also be figured as percentages of assets used . 
on the job. This method is called return-on-aBMt pric-- 
ing. Thus, full cost per job plus the needed profit (rate 
of profit timet the amount of assets used per job) equals, 
the job price: $50 -t- ($80 X 14%) - $50 $11 - $61. 
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he of the most widely used pricing methods for service 
riented businesses is time and material pricing. Time 
[expressed as the labor cost per hour, calculated as 1) 
iiretit labor (DL) and payrolMienefits (see Direct Labor 
bst explanation), including 2) overhead (OH) costs not 
(lated to materials and 3) needed profit. Material cost 
the direct material (DM) cost and overhead (OH) plus 
)% for needed profit. (Note overhead has been 
located to labor and materials.) 



tme: 



DL $5 per hr. X 2 hrs. 
OH $7 per hr. X 2 hrs. 



$10 
' S14 . 
24 

7 needed profit 
$31 



laterial: 



DM $20 

OH I 

$23 



($23 X 30%) - 
$23 ^$9 (profit) 



By all these methods you are deriving a selling price for 
your service. Sometimes however you start with the sell* 
ing price already established by competition or 
economic conditions. Then you must figure out the 
most cost you can incur and still earn your neediad pro- 
fit. 



Summary 

The total cost of producing a service is composed of 
direct material, direct labor, and overhead costs. This 
cost information is used as a basiis for setting prices and 
profit. From alternative pricing methods you select one 
that earns a satisfactory profit and is easy for you to 
use. Given regulations, competition, and the economy, 
you must have a pricing strategy that keeps your service 
competitive and profitable. The more exactly you figure 
your costs and set prices, the greater your chances for 
continued and profitable business. 



I most small repair businesses, there is not a large 
nount of overhead cost associated with obtaining parts 
ssides a telephone call to order them. Charging a large 
nount of overhead to parts may result in pricing 
)urself out of the market. 
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A Pricing Checklist for Small Retailers 



If 



ummary 



si 



Aid it a chMklltt for the owner-manager of a 
;ainall retail busineu. These 52 queitioni probe the 
Gonf iderations-^from markup to pricing itrategy to 
ad|ustment»— that lead to corredt pricing decisions. 
You can use this checklist to establish prices In your 
new store, or you can use it to periodically review 
your established pricing policy. ^ 



A retailer's prices influence the quantities of various 
items that consumers will buy. which in turn aiffects 
'total revenue and profit. Hence, correct pricing deci- 
sions are a key to successful retail management. With 
this in mind, the following checklist of 52 questions has 
been developed to assist small retailers in making 
systematic, informed decisions regarding pricing 
strategies and tactics. 

This checklist should be especially, useful to a new 
retailer who is making pricing decisions for the first 
time. However, established retailers, including suc- 
cessful ones, can also benefit from this Aid; They may 
use it as a reminder of all the individual pricing deci- 
sions they should review periodically. And. it may also 
le used in training new employees who will have pric- 
ing authority. 



The Central Concept of Markup 

A major step toward making a profit in retailing is sell- 
ing merchandise for more than it cost you. This dif- 
j ference between cost of merchandise and retail price is 
! callod nuifkuf) (or occasionally markon). From an 
arithmetic standpoint, markup is calculated as follows: 

j Dollar markup = Retail price -Cost of the merchandise 

In 4 u Dollar markup 

I Percentage markup - ^^,^^1^,1^^ ^ 

i 

If an item cost $6.50 and you feel consumers will buy it 
at $10.00. the dollar markup is S3.50 (which is 
$10.00— S6.50). Going one step further, the percentage 
markup is 35 percent (which is $3.50 4- $10.00). Anyone 
involved in retail pricing should be as knowledgeable 
about these two formulas aa about the name and 
preferences of his or Her best customer! 

Two other key points about markup should be mention- 
First, the cost of merchandise used in calculating 
markup consists of the base invoice price for the mer- ^ 
fchandise plus any transportation charges minus any 
quantity and cauih discouhtSi given by ^t^^ Second^ 
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retail price, rather than cost, is ordinarily used in 
calculating percentage markup. The reason for this is 
that when other operating figures such as wages, adver- 
tising expenses, and profits are expressed as a percen- 
tage, all are based on retail price rather than cost of the 
merchandise being sold. 

Target Consumers and 
the Retailing Mix 

In this section, your attention is directed to price as it 
relates to youi; potential customers. These questions ex- 
amine your mlsrchandise. location, promotion, and 
customer services that will be combined with price in 
attempting to satisfy shoppers and make a profit. After 
some questioris. brief commentary is provided. 



1* la the relative price of thia item very 
important to your target conaumera? 

The importance of price depends on the 
specific product and on the specific in- 
dividual. Some shoppers are very price 
conscious. Others want convenience and 
knowledgeable sales personnel. Because 
of these variations; you need to learn 
about your;.cu;ptomers' desires in relation 
to different piroducts. Having sales per- 
sonnel seek feedback from shoppers is a 
good starting point. 

2. Are prices based on estimates of the 
number of units that comaumera will 
demand at various price levels? 

Demand-oriented pricing such as this is 
superior to ct^st-oriented pricing. In the 
cost approach, a predetermined amount 
is added to the cost of the merchandise, 
whereas the demand approach considers 
what consumers are willing to pay. 

3* Have you established a price range 
for the product? 

The cost of merchandise will be at one 
end of the price range and the level 
above which consumers will not buy the 
product at the other end. 

4* Have you conaidered what price 
strategiea would be compatible with 
your atore'a total retailing mix that in- 
cludea merchandlae, location» promo- 

. tlon, and aervlcea? 
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Yes 

C 



No 

□ 



□ □ 



□ □ 



□ □ 



S. Will trade*in8 be accepted at part of 
the purchase price on items such as ap- 
pliances and television sets? 



Yes 

□ 



No 

□ 



Supplier and Competitor 
Considerations 

This set of questions looks outside your firm to two fac- 
tors that you cannot directly control— suppliers and 
competitors. 

^ 6. Do you have final pricing authority? q q 

With the repeal of fair trade laws, *'yes** 
answers will be more common than in 
previous years. Still, a supplier can con- 
trol retail prices by refusing to deal with 
non-conforming stores (a tactic which 
may be illegal) or by seHing to you on 
consignment. 



7. Do you know what direct compet- 
itors are doing price-wise? 

8. Do you regularly review competitors' 
ads to obtain information on their 
prices? 

0. Is your store large enough to employ 
either a full-time or part-time com- 
parison shopper? 

These three questions emphasize the 
point that you must watch competitors* 
prices so that your prices will not be far 
out of line— too high or too low— without 
good reason. Of course, there may be a 
good reason for out-of-the-ordinary 
prices, such as seeking a special price 
image. 



□ 



C □ 



Yes 

□ 



No 



11. Should competitors' temporary 
price reductions ever be matched? 

12. Could private-brand merchandise 
be obtained in order to avoid direct 
price competition? 



Calculating Planned Initial Markup 

In this section you will have to look inside your 
business, taking into account sales, expenses, and pro- 
fits before setting prices. The point is that your initial 
markup must be large enough to cover anticipated ex- 
penses and reductions and still produce a satis/actory 
pro/it. 

13. Have you estimated sales, oper- — 
ating expensesi and reductions for the 
next selling season? 



14. Have you established a profit ob- 
jective for the next selling season? 

15. Given estimated sales, expenses, 
and reductions, have you planned in- 
itial markup? 

This figure is calculated with the follow- 
ing formula: 



□ □ 



□ □ 



Initial markup 
percentage 



operating expenses ^ reductions ^ profit 
Net sales ^ reductions 



Reductions consist of markdowns. stock shortages, and 
employee and customer discounts. The following exam- 
ple uses dollar amounts, but the estimates can also be 
percentages, and if the retailer desires a $4,000 profit, 
initial markup percentage can be calculated: 



Initial markup percentage 



$34.000 ^ $6.000 $4.000 
$94,000 ^ $6,000 



44% 



A Price Level Strategy 

Selecting a general level of prices in relation to competi- 
tion is a key strategic decision, perhaps the most impor- 
tant. 



^:;10. Should your overall strategy be to 
I : sell at prevailing market price levels? 

1):^ The other alternatives are an aboye-the- 
|: : market strategy or a below-the-market 
It strategy. 



□ 



The resulting figure, 44 percent in this example, in- 
dicates what size markup is needed on the average in 
order to make the desired profits. 



16. Would it be appropriate to have 
different initial markup figures for 
various lines of merchandise or ser^ 
vices? 

You would seriously consider this when 
some lines have much different 
characteristics than other. For instance. 



□ □ 





i 



a clothing retailer might logically have 
different initial markup figures for suits, 
shirts, and pants, and accessories. 
(Various merchandise characteristics are 
covered in an upcoming section.) You 
may want those items with the highest 
turnover rates to carry the lowest initial 
markup. 



Store Policies 

Having calculated an initial markup figure, 
proceed to set prices on your merchandise, 
portent decision such as this should not be 
stead, you should consider additional facto 
gest what would be the best price. 

17. Is your tentative price compatible 
with established store policies? 

Policies are written guidelines indicating 
appropriate methods or actions in dif- 
ferent situations. If established with 
care, they can save you time in decision 
making and provide for consistent treat- 
.ment of shoppers. Specific policy areas 
Fthat you should consider are as follows: 

18. Will a one-price system, under 
which the same price is charged every 
purchaser of a particular item, be used 
on ail items? 

The alternative is to negotiate price with 
consumers. 

19. Will odd*ending prices such as 
$1.98 and $44.95, be more appealing to 
your customers than even*ending 
prices? 

20. Will consumers buy more if multi- 
ple pricing, such as 2 for $8.50, is us- 
ed? 

21. Should any leader offerings 
(selected products with quite low, less 
profitable prices) be used? 



you could 
But an im- 
rushed. In- 
rs which sug- 

Yes No 

□ □ 



□ □ 



□ • □ 



□ 



|VM22. Have the characteristics of an effec- 
l^ive leader offering been considered? 

■Pbrdinarily, a leader offering needs ths 
^^'^ifpllpwirig characteristics to accpinplish 
its purpose of generating much shopper 
traffic: used by most people, bought frer . ^ 

• ■ ' .-■ ' ■ ■ \ •'• 

ERIC 



□ □ 




quently. very familiar regular price, and 
not a large expenditure for consumers. 

23. Will price lining, the practice of 
setting up distinct price points (such as 
$5.00, $7.50, and $10.00) and then 
marking all related merchandise at 
these points, be used? 

24. Would price lining by means of 
zones (such as $5.00 - $7.50 and $12,50 
• $15.00) be more appropriate than 
price points? 

25. Will cent-off coupons be used in 
newspaper ads or mailed to selected 
consumers on any occasion? 

26. Would periodic special sales, com- 
bining reduced prices and heaviei 
advertising, be consistent with the 
store image you are seeking? 

27. Do certain items have greater 
appeal than others when they are part 
of a special sale? 

28. Has the impact of various sale 
items on proflt been considered? 

Sale prices may mean little or no profit 
on these items. Still, the special sale may 
contribute to totoJ profits by bringing in 
shoppers who may also buy some regular- 
price (and profitable) merchandise and 
by attracting new customers. Also, you 
should avoid featuring items that require 
a large amount of labor, which in turn 
would reduce or erase profits. For in- 
stance, according to this criterion, shirts 
would be a better special sale item than 
men's suits that often require free altera- 
tions. 

29. Will ''rain checks** be issued to con- 
sumers who come in for special*sale 
merchandise that is temporarily out of 
stock? 

You should give particular attention to 
this desision since rain checks are re- 
quired in some situations. Your lawyer 
or the regional Federal Trade Commi- 
sion office should be consulted for 
specific advice regarding whether rain 
checks are needed in the special sales 
you plan. 
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Yes 

□ 



No 

□ 



□ □ 



□ 



□ 



□ 



□ 



□ □ 



□ 



f 



Nature of the Merchandise 

In this section you will be considering how selected 
ch irnctoristics of particular merchandise affect planned 
initial markup. 

Yes No 

30. Did you get a ''good deal'* on the rn 
wholesale price of this merchandise? 



G 



□ 
□ 



□ □ 



31. Is this item at the peak of its 
popularity? 

32. Are handing aud selling costs 
relatively great due to the product be- 
ing bulky, having a low turnover rate, 
and requiring much personal sell- 
ing, installation, or alterations? 

33. Are relatively large levels of reduc- 
tions expected due to markdowns, 
spoilage, breakage, or theft? 

With respect to the preceding four ques- 
tions. **Yes** answers suggest the 
possibility of or need for larger-than- 
normal initial markups. For example, 
very fashionable clothing often will carry 
a higher markup than basic clothing 
such as underwear because the par- 
ticular fachion may suddenly lose its ap- 
peal to consumers. 

34. Will customer services such as 
delivery, alterations, gift wrapping, and 
installation be free of charge to 
customers? 

The alternative is to charge for some or 
all of these services. 

Environmental Considerations 

The questions in this section focus your attention on 
three factors outside your business, namely economic 
conditions, laws, and consumerism. 

35. If your state has an unfair sales p r 
practices act that requiresminimum 

markups on certain merchandise, do 
your prices comply with this statute? 

36. Are economic conditions in your p p 
trading area abnormal? 

Consumers tend to be more price- 
conscious when the economy is depress- 
ecl. suggesting that lower-than-normal 
markups may be needed to be com- 



□ 
□ 



□ □ 



petitive. On the other hand, shoppers are 
less price-conscious when the economy 
is booming, which would permit larger 
markups on a selective basis. 

37. Are the ways in which prices are 
displayed and promoted compatible 
with consumerism, one part of which 
has been a call for more straightfor- 
ward price information? 

38. If yours is a grocery store, it is 
feasible to use unit pricing in which 
the item's cost per some standard 
measure is indicated? 

Having asked (and hopefully answered) 
more than three dozen question, you are 
indeed ready to establish retail prices. 
When you have decided on an ap- 
propriate percentage markup. 35 percent 
on a garden hose for example, the next 
step is to determine what percentage of 
the still unknown retail price is 
represented by the cost figure. The basic 
markup formule is simply rearranged to 
do this: 

Cost « Retail price — Markup 

Cost - 100% — 35% » 65% 

Then the dollar cost, say $3.25 for the 
garden hose, is plugged into the follow- 
ing formula to arrive at the retail price: 



Dollar cost 



$3.25 



Retail price 

Percentage cost 65% (or.65) 

One other consideration is necessary: 

39. Is the retail price consistent with 
your planned initial markups? 



Adjustments 



Yes 

□ 



No 

□ 



□ □ 



$5.00 
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It would be ideal if all items sold at their 
original retail prices. But we know that 
things are not always ideal. Therefore, a 
section on price adjustments is 
necessary. 

40. Are additional markups called for 
because wholesale prices have increas- 
ed or because an item's low price 
causes consumers to question its quali- 
ty? 

41. Should employees be given pur- 
chase discounts? 



□ □ 




2. Should any groups of customers, 
uch as students or senior citizens, be 
given purchase discounts? 

43. When markdOwns appear necess« 
ary, have you first considered other 
alternatives such as retaining price but 
changing another element of the retail- 
ing mix or storing the merchandise un- 
til the next selling season? 

44. Has an attempt been made to iden- 
tify causes of markdown so that steps 
can be taken to minimise the number 
of avoidable buying» selling, and pric- 
ing errors that cause markdowns? 

45. Has the relationship between tim- 
ing and size of markdowns been taken 
into account? 

In generalt markdowns taken early in the 
selling season or shortly after sales slow 
down can be smaller then late 
markdowns. Whether an early or late 
markdown would be more appropriate in 
a particular situation depends on how many 
consumers might still be interested in the 
'product, the size of the initial markup, and 
the amount remaining in stock. 

46. Would a schedule or automatic 
markdowns after merchandise has been 
in stock for specified intervals be ap- 
propriate? 

47. Is the size of the markdown "just 
enough'* to stimulate purchases? 

This question stresses the point that you 
ha\ e to observe the effects of markdowns 
so that you can know what size 
markdowns are "just enough" for 
different kinds of merchandise. 

48. Has a procedure been worked out 
for markdowns on price-lined merchan- 
dise? 

49. Is the markdown price calculated 
from the off-retail percentage? 

This question gets you into the 
arithmetic of markdowns. Usually, you 



Yes 

□ 



No 

□ 



Yes 



first tenatively decide on the percentage 
amount price must be marked down to 
excite consumers. For example, if you 
think a 25 percent markdown will be 

□ □ necessary to sell a lavender sofa, the 

dollar amount of the markdown is 
calculated as follows: 

Dollar markdown - Off-retail percentage k Previous retail price 
Dollar markdown • 25% (or .25) x $500. - $125. 

□ □ Then the markdown price is obtained by 

subtracting the dolar markdown form 
the previous retail price. Hence, the sofa 
would be $375.00 after taking the 
markdown. 

Q ^ 50. Has cost of the merchandise been 
considered before setting the markdown 
price? 

This is not to say that a markdown price 
, should never be lower than cost, on the 

••'fv^ *>? contary, a price that low may be your 
• r ^'^'y ^°P® generating some revenue 
. " t^m the item. But cost should be con- 
.^iqjB^d to make sure that below-cost 
Titarkdot^^ prices are the exception in 
your $ipv% .c^her than being so common 
that yo(ir total'profits are really hurt. 



No 



□ 



□ □ 



51. Have proceciures for recording the 
dollar amounts, percentages, and prob- 
able causes of markdowns been set 
up? 

Markdown analysis can provide 
information for assist in calculating 
planned initial markup, in decreasing errors 
that cause markdowns. and in evaluating 
suppliers. 

52. Have you marked the calendar for a 
periodic review of your pricing deci- 
sions? 

Rather than making careless pricing 
decisions, this checklist should help you lay 
a solid foundation of effective prices as you 
try to build retail profits. 



□ 



□ □ 



Copies of tJiis Aid and other publications are available from SBA for a small processing fee. Order forms VJSA and tlSB can be obtained free hom SBA. 
• RO. Box 15434. Fort Worth. TX ?Btl9. Aids may be condensed or reproduced. They may not be altered to imply approval by SBA of any private riganiza- 
tion. product or service. If material is reused, credit to SBA will be appreciated. 
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Goal 10.0 To understand financial management and planning 
Competencies: 

10.1 Plan cash flow to provide funds to meet expenses 

10.2 Use breakeven analysis for planning 

10.3 Invest excess funds 
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Plan Cash Flow 



Finaneial Plflnniny 

Financial planning is crucial for a successful business operation. You 
will need to consider the amount of money actually needed to start your 
business. Another very inportant conponent of planning and budgeting is 
the cash flow. Very sinply stated, cash flow is the influx of money into 
your business from sales or borrowing to meet the expenses of operating 
your business, causing cash to flow out of it. 





Sales 


Income 





Borrowing 



Business 
Operations 




Inventory Costs 



Bills 



^ Taxes 



Interest 



Inforimtion Planning 

It may be at this point you will actively seek information offered through 
C(»itinuing education resources, your state's anall business resources (most 
likely a part of the Department of Oomnerce) and the United States Simll 
Business Administration. 

You will get the information to fill out the daily cash sheet fran some of 
your records— sales slips, customer account forms, and checking account 
records.. On the left side of the form, you list the money caning into the 
business that di^. The amount of cash is the money coming in fran 
customers who piy for products or services at the sanne time they biiy. The 
credit sale is the mon^ coming in from a customer who charged the product 
or service and will pay for than at a later date. 

On the right side of the fom, list all the money going out of the 
business. This might include salaries, utilities, equiE«ient, inventory, 
advertising, and other expenses. 

By filling in a cash sheet every 6sy, you can prepare business reports for 
yourself, the bank, and the government. You can look at your financial 
reports when you want to make an important business decision. 
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Ita yM start imr hon-bwtd buflntii, you will nMd to kitp a filo of 
ywr M^ald Mmh bills. riU bills In ordor by tho dsto that tho bill 
to bt ptitfi tkm KM* ptylsf yovr bills writs your obsoki In that 



IbM a^r also mmt to kssp a ss^ats rsoord or Isdgsr for saoh typo of 

«Mit bslflf ntfs. Ob tbis fom you will rsoord srsry tliN nonsy Is paid 
• Hm ysu prsptrs yssrly flnsMlal rsporu, you oan saslly add up all 
itSi iSrSsTssff* m dstsiisins tbs total anunt spsnt on a oortain 

A skills rsserd kosplnt lystai Is ads«iato for tbs bsflnnliv bans 
•rt'Sf***'! it is snllsd a sisfls-sntry systsn. kn off loo supply storo 
sbsuM bMTS a sIsflMtry systas availsbls. 



■Mpte your haw bt ssd bwlnsss susosssfui Is a diqr-in, dsy-out job. 
Mdso all tbs otbsr tbli«s you ibould do to kosp tbs buslnsii runnli« 
■BStbly, Mi b«rs to kssp your businsss susosssfui by nyclsf suro you havs 
ww nb sisb , bssplif your prsfits sp sod your oosu down, and taoprorliv 



May OMll boslaossss bors «sasb flow" probloss at ons tlso or Mwthor. A 
oorti flaw pf«bl«s ossors idMo tbs sssb is flowing out of tbs buslnsss 
fostsr tbsn It Is flswlnf In. In otbor words, tbs buslnsss ownsr has to 
psy bills prsn^tly amy sootb, but tbs oostaasrs srs slow to psy tho ownsr 

tbs BHO^f tbsy ONS. 



lbs rsnsso you will wsot to kssp traak of tbs o«sh on bind In your buslnsss 
Is to bs assorsd tbat you will bavs snougb monv to sMt your buslnsss 
. lu sit' 



SKpsnsss. It Is rssoModsd tbat ysn sstbnats your ossb flow at loast a 
fsw SBotbs slNOd. Isr larisr buslnsss sntsrprlsss scm sspsrts rsoanaend 
ostbHttlsf tbs fbtm b us l nsss plans snd snpsnsss ovor a f Ivo ysar psriod. 
Ibis i^r nsl bs prostlonl or fsnslbls f or tbs aBll buslnsss psrson or heme 
sotrsprsnsnr. ttnovtr* It sdfbt bs wortbublU to nsks futurs prsdietlons 
for ysor boslnsss* loskiaf sbsnd at Issst ens yssr. 

If you projsst tbst you will bsrs sutrs ossb you say wish to Invsst In 
bivrsvlof ysur boslnsss* or to put tiM octrs ossb In *ort-tsm Invsstments 
to sum soM Intsrsst* 

Cbmrsrssly* If your buslnsss Is bsrlsf ossb flow problont, snd your future 
proJsstISM Indloats a oasb Aortsgs, you say have to borrow omey to keep 

esf . Rylsf Intsrsst on borrowod nnnsy Is s signlf leant business expense 
' tbo boss sntrsprsosur* 
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Thg fVf h Plow fif tiwnt 

lf?j2 tJi J"®** ^""^ *° « cwh flow statonent. 

f*!®"* of your business on a daily cash sheet. Figure out a 

Jllf P**'* yo"' business operation. 

Estimate or project a cash flow statement for the coming months. 

A projected cash flow statcmsnt follows. It shows the cash you expect to 
take in and pay out in the next three months. ' ^ 

To figure the amount of cash on hand at the end of the month, subtract the 
total expenses for the month frem the total revenues for the month. 

IQ a ih on h a nd at thf end of the mnnth = fot«i ^,,h > ai»>nimi. - tn»ai e«pAn««.«| 



Date 2 

Gash Flow Statement 
(projected for next three months) 


Qaah lteiiPniiP« 

Oash on hand from previous month 
Revenues from customers 
Revenues from interest 

Total Revtmuea 


October November December 


.110 


00 568 


30 890 


10 


5110 


00 snoo 


00 7500 


00 


IS 


50 17 


00 30 


00 


5238 


so 5R05 


30 ft220 


in 


Qaah PttymBfit 

Salaries to enployees 

Supplies 

Advertising 

Building Expenses 

Utilities 

Other Expenses 

Total Expen«M 




25i0 


20 2S40 


20 2540 


20 


2000 


00 


JUL 3200 


00 


60 


00 70 


00 120 


00 


. 0 


00 0 


00 0 


00 


-25 


00 sn 


00 85 


00 


25 


00 55 


00 100 


00 


4650 


20 4915 


20 6045 


20 


CASi CN HAND AT THE QQ) CF TOE MKIH 




30 690 


10 2174 


90 



ERIC 
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Vtevs to Improva Qaah Plow 



To help solve cash flow problems you will find it necessary to look for 
ways to economize and lower your business operating expenses. You may 
consider raising prices as another way to increase revenues. 

You will want to consider some alternative financing sources that are 
available to amall businesses. If suppliers offer an extended time 
period for payment of bills, they are offering a form of credit that is 
really short term financing. When suppliers extend this kind of credit 
it is called "trade credit." TVade credit is one of the largest sources 
of small business financing available. Trade credit will only be 
continued as long as you maintain good relations with your supplier and 
pay your bills on time. 

By negotiating with your supplier you may be able to arrange terms to 
repay in 30, 45, 60 or 90 days. If your supplier agrees not to change 
interest if payment is made during the agreed time period, you have been 
extended short term financing that will be beneficial to your business 
during a cash flow crisis. 

You may need to borrcw money from a personal friend or relative. You may 
need to borrow from a lending institution such as a bank or connercial 
finance conpany. 

There are several ways to solve a temporary cash flow problem to help 
avoid making a loani 

—Qet customers to pay their bills more quickly. 

--Limit credit extended to customers. 

— Ctit down on goods ordered for inventory or resale. 

—Negotiate with suppliers for extended credit terms. 

—Search f6r ways to cut operating expenses. 

—Reduce your own salary. 

—Use profits to reinvest in the business. 
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simple Breakeven Analysis 



for Small Stores 



ummary 

Break-even analysis is not a panacea. It doesn't tell 
you if your costs are out of line. It tells you only what 
sales volume you need to cover fixed costs. 

It is, however, an excellent starting point for finding 
out where you are and, more importantly, where you 
can go. It's a good first step to planning. 

This Aid, presented at a conversation between a 
business counsellor (C) and the owner*manager of a 
small store (0*M), discusses a simplified method of 
calculating the break«even point for a small retail 
operation. While this method is not appropriate for 
manufacturers or large retailers, it provides a finan- 
cial planning takeoff point for small stores. 



O-M I'm ready to expand. Fve just had a great 

fourth quarter. I've got a chance to move to a 
larger store in a good location. I risally think 
I'm on my way. Still, though, I don't want to 
take any unnecessary chances and lose what 
I've built up these first three years. What do 
you think I should do? 

C: Let me answer your question with a ques- 

tion; What's your break-even point now and 
what will it be if you assume the added ex- 
pansion cost? 

O-M: I'm not exactly sure, but after that last quarter 
I've got money in the bank and I'm paying all 
my bills on time. 



What Bank Balances May Not Reveal 

C: I'm glad to hear you're in good shape, but 

you can't make an intelligent expansion 
decision based on your bank balance at a 
given moment. 

O-M: You ought to know, but why not? 

C: Take your balance now, for example. It's a 

lot better than it was at the end of th% first 
quarter, isn't it? 

Li>M: Sure, but the first quarter's usually slow. It' a 
fact of retail life. 

, •"' • ; ••" ^■ 

C: And the fourth quarter is usually good,^ ' 

right? 
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O-M: Yes, that's a fact, too. But mine was outstan- 
ding—it was the best I've ever had. 

C: I'm sure it was, but it can distort the pic- 

ture. If you're relying on your bank balance 
for a feel for your break-even point, you 
may Just be guessing. Many things influence 
your bank balance that may not necessarily 
have a direct bearing on the break-even 
point for you store. Seasonal fluctuation is 
just one of them. 

O-M: There are more? 

C: Sure, capital expenditures, extraordinary 

repairs, unusual outlays ... 

O-M: Okay, I get the point. My bank balance is 
meaningless. I shouldn't expand. 

C: We don't know that yet. After we find out 

what sales volume you'll need to break even, 
then you'll tell me if you ought to expand or 
not. 

O-M: Some counsellor. First you tell me I don't 

know what I'm doing and then you expect me 
to advise me on expansion. 



Break-even Analysis Is Not 
a Substitute for Judgment 

C: You're wrong on the first half of that; I 

know you know retailing. But, yes, you'll 
decide on the basis of your business 
knowledge and judgment whether or not ex* 
pension now makes sense. 

O-M: I must be doing something right. I'm still in 
business. 

C: Exactly. You've made it through some of the 

toughest business years, the first ones. And 
you're showing a fair profit. I think you've 
got a real flair for merchandising. 

0«M: Please, you'll make me blush. What about this 
break-even thing? 



What Break-even Means 

C: Break-even is simply the point where costs 

141 equal what you're taking in— -no profit, no 



^ lots— over a relevant sales range. To 

i calculate this point you must work with on- 

ly two factors, nxed expenses (like in- 
surance or rent) and variable costs (like cost 
of goods or sales commissions). 

; 0-M: I sure wish my costs were fixed. Everything 
goes up for me. My insurance, for example, 
\\ looks likes it's going up 25 percent over last 

5> year. 



iFixed and Variable Costs 

iCt Well actually ''fixed costs" is something of 

a misnomer. Sure, rents, property taxes, in- 
su rance» even the salary you pay yourself 
may fluctuate— but on a yearly basis and not 
in relation to sales. For the purpose of 
break-even analysis every cost that doesn't 
vary in relation to sales is call "fixed." Your 
rent, for instance, stays the same for the 
year whether ybu sell $1250,000 dr $2.50 
worth of goods, though we know some rents 
are tied to volume and vary. The same is 
usually true of utilities, depreciation, and 
similar expense items. 



O-M: 



C: 



O-M: 



C: 



O-M: 



D: 
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I see tlie point. Variable costs, then, are 
basically my cost of sales? I have to buy more 
if I sell more. If I paid commissions. I d be 
paying more for more sales, and that sort of 
thing. 

That's right. There can be other variable 
costs, but we're simplifying. In addition, 
you'll probably Hnd costs that seem to be 
part variable, part fixed. 

You mean they're *'semi-variable" or ••semi- 
fixed?'' 

Yes, they're costs that remain flxed up to a 
certain sales volume and then jump as that 
volume is exceeded. For example, office 
costs, or delivery expenses may Bt in this 
category. 

How do I treat them? 

Use your good business judgment and split 
them between fixed and variable costs in 
what you consider a reasonable proportion. 
The important thing to hold in mil J for 
simple b^reajk-eyen analysis is to keep it sim- 
ple. OvertimpiiGity. is^ of coursci, a Arawback 



of this method. But simple break-even 
analysis really helps you to see your way in- 
to a planning problem and to establish its 
perimeters. 

O-M: I like the idea of simplicity, but I don't think 
break-even sounds simple so far. 

C: I think you'll see how easy it is if we work 

through an example. Here, take a look at 
this hypothetical income or profit and loss 
statement for the B-E Retail Store. 



B-E Retail Store 
Income Statement 

For the year ending December 31. 19 



Item 



Amount 



Percent 



Sales 

Cost of Sales 
Gross Profit 



$60,000 
42,000 
18,000 



100 
70 
30 



Expenses: 

Rent $ 1,800 

Wages 12,600 

Utilities 2,400 

Insurance 1,200 

Taxes 600 

All Other 600 

Total Expenses 19,200 

Loss for Period 



($ 1,200) 



3 
21 
4 
2 
1 
1 
32 

(2) 



O-M: B-E doesn't seem to have broken even. 

C: Correct. Let's find out what kind of sales 

volume B-E needed to break even in that 
year. For simplicity (there's that word 
again) let's consider cost of sales (which is 
70 percent of sales) as the total variable 
costs and the expense items of $19,200 as 
the nxed costs. We calculate the break-even 
point by using an algebraic formula. 

O-M: A simple one, I hope. 



C: 
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Of course. It's just S « F V, where: 

S - Sales at the break-even point, 

F - Fixed expenses, and 

V - Variable costs and expenses as a per* 

cent of sales. 



All right, we know B-E's variable and fixed 
costs. How do we get sales? 



3S - $262,000 
S - $94,000 



C: 



ha 



M: 



i: O-M: 



Let*t plug in the figures: 0-M: 
S - $19,200 .70S 

lOS - $102,000 ^ 7S C: 

Excuse me, lOS? 0-M: 



I multiplied the whole equation by 10 to get 
rid of the deGimel fraction, because I think 
it's easier to work with whole numbers. 
Anyway, we get: 
lOS * 7S - $192,000 
3S - $192,000 
S - $64,000 

B*E needed $64,000 total sales to break even? 
Anything less, they'd have a loss; anything 
more they'd rajake a profit? 

You*ve got it. Let's check it, though, just to 
confirm it: 
Sales 

Less Cost of Sales 

Gross Proflt 
Less Expenses 
Proflt or Loss $0^ 



May I check the figures this time? 
Certainly. 



(70% of sales) 



$28,200 
$19,000 



$64,000 

-$44,800 (70% of sales) 



All right, let's see: 

Sales $94,000 

Less Cost of Sales -$65,800 
Gross Profit 

Less Expenses 

Profit $ 9,000 

Convinced? 



Yes, I can see how this formula can help you 
find how much you need to sell to break even 
or make a given profit, but what about my 
problem? 



Break-even Analysis for Planning 



C: 

0-M: 



$19,200 
-$19,200 



C: 



Okay, so B-E has broken even. I think they'd 
like to make a profit. I know I do. 



Calculating Break-even for a 
riven Profit 

We can And out what kind of sales B-E 
needed to make a profit usihg the formula 
again. Leaving the other flgures the same, 
let's put in a modest proht— say, 
$9,000— and see what sales they needed. The 
formula now looks like this: 
Sales - Fixed Expenses 4 Variable Costs 
Proflt. 

O-Kf: You just add the desired amount of profit in? 



O-M: 



C: 



O-M: 



Yes, really it affects the break-even point 
just like a fixed expense: 
S - $19;20b > .7qS $9,000 (desifeiad praflt) 
lOS - $i92ilHH) 7S > $90,000 (multiplied 
by 10 tci.elimiMteifraction) 
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Break-even analysis is just what you need. 
It*s primarily a planning tool. Tve looked at 
your Income Statement and divided it into 
flxed and variable costs. As I see it, your 
cost of sales, which WeMl consider as your 
total variable costs, comes to about 60 per- 
cent of sales. Your fixed expenses ran about 
$60,000. So for last year: 
S m $60,000 4 .60S 
IDS m $600,000 4 6S 
4S - $600,000 
S m $150,000 

You had to sell only $150,000 worth of mer- 
chandise to break even. 

As you can see, I sold $200,000 worth, but I 
didn't make a $50,000 profit. 

Right, you made a $20,000 proflt just as the 
bottom line indicates. Remember, you still 
had those variable costs on sales even after 
all of your fixed expenses were covered at 
the $150,000 level. 

Oh, I see, it*s like this: 

S - F + V + Profit 

S - $60,000 - .60S - $20,000 

lOS - $600,000 ^ 6S -I- $200,000 

4S « $800,000 

S m $200,000 



C: Now you've got it. Let's consider your ex- 
pansion question. How much will your rent 
increase? 

Using Break-even Analysis to 
Examine Expansion Feasibility 

0*M: It would be about $5,000 more. I figure the 
utilities for the larger space will be $2,000 
more than I paid last years. Taxes, the 
. .**fixed** ones. I expect to run about $1,000 
more and my insurance will increase about 
$500. I also think I may need to hire another 
sales person. 

C; Let's say you do. What do you plan to pay? 

O-M: rd pay an experienced sales clerk about 

$9,000. I*m toying with the idea of instituting 
a 2 percent commission on sales as an incen- 
tive, too. 

C: All right. We know it's not as simple as 

we'll lay it out. but I think the analysis will 
give you an idea of whether or not to ex- 
plore the expansion idea more carefully and 
in greater detail. 

O-M: Fine. 

C: Your fixed expenses will rise by $17,500, if 

you include hiring another employee. That 
brings them to $77,500, assuming no other 
increases from last year's $80,000. For 
simplicity's sake let's assume your cost of 
sales (your variable costs) will increase only 
by the 2 percent commission. That means 62 
percent of sales for variable costs. So: 
S « $77,500 + .62S 

lOOS M $7,774,000 + 62S (multiplied by 100 

to eliminate fraction) 

38S » $7,775,000 

S - $205,000 (approximately) 



O-M: Only $5,000 more than I did last year? I can 
do that easily. 

C: And be $20,000 in profits worse off than last 

year. Let's put last year's $20,000 profit 
in-»in an expansion you still might want to 
do at least as well: 
S - $77,800 ^ .828 ^ $20,000 
lOOS - $7,750,000 ^ 828 ^ $2,000,000 
388 -.$8,750,000 
S - $257,000 (approximately) 

O-M: Hm, that's approximately a 25 percent sales 
increase just to make the same profit as last 
year. 



Business Judgment Still Necessary 

C: Do you think you can boost sales by that 

much? Perhaps you see long range benefits 
from expansion that Justify sac ^Cicing some 
profit for the short run. 

O-M: Vm not sure. Til have to give it more thought, 
look at the trends in my business and in this 
area. My pricing policy may need adjustment. 
Maybe I can cut some costs. But now at least 
I've got a starting point, a dollar figure I can 
work with and from. Most importantly of all. 
I have a technique to help me attack my pro- 
blem and help point me toward a rational 
decision. 

C: That's what break-even analysis is all about. 
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Invest Excess Funds 



Introduction 



A business should create wealth. One way to do this is through investment. 
There are three basic categories of financial investments. Hiey are: 

1. portfolio investments 9 

2. real estate investments , and 

3. investment in business. 



A business must lock at all its choices. It then chooses the best one or 
ones to meet its needs and goals at that time. A business might rmke an 
investment poe year that it would not choose w her year. Investment in 
human resources is also discussed. 

Portfolio Investmenta 

In business, the term iUnofizl means a pledge to pay. ITie pledge or paper 
can be sold or traded, making it negotiable . For example, a check is a 
type of "paper** because it promises to pay with mon^ that is in your bank 
account. It is negotiable because it can be traded to someone else for 
cash or for something of equal value. 

A business portfolio consists of its **paper" investments. A portfolio can 
include b short-term and long-term investments. Short-term investments 
usually mt .n from one to five years. Long-term investments mean more than 
five years. 

There are eight kinds of investments which involve "paper." Hiey are: 

1. share accounts v 

2. U.S. Treasury bills and obligatims i 

3. federal agency notes r Fixed-Income 

4. bank time deposits and certificates of deposit > — Paper Investments 

5. comnnercial paper 1 

6. bonds 1 

7. comnon stock i ' Groivth- Income 

8. mutual funds f Paper Investments 



Portfolio: Fixed-Inecme Paper Investments 

Fixed-income paper investments are investments that have an expected yield 
or rate of isIucq* lliese terms refer to the interest earned for a one-year 
period from a paper investment. It is expressed as a percentage of the 
investirent cmount. For exanple, the rate of return of a savings account at 
a bank may be five percei.t a year. 
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Advantages of fixed-income investments are; a) they will produce dividends 
or interest) b) they are relatively easy to turn into cash; c) they produce 
return in a relatively short time; d) they require little or no management; 
and e) they are generally low~risk« Let us take a closer look at the six 
kinds of f ixed-inccme paper investments. 

1. Share Aseount. A business can always invest in a credit union share 
account. Ihis means a business deposits money into a credit union account. 
In bankSy it is called a bank account; in credit unions, it is called a 
share account. These accounts are insured by the Federal Government (in 
case the credit uniwi fails or the money is stolen) and they pay interest. 
The amount of interest paid by a credit union is the businesses o pportunity 
rate of peturn or the largest emount of incane that can be produced fron a 
risk-free investmeiit. It becomes the standard by which all other business 
investments are judged. If a share account pays seven percent, then all 
other investments must pay seven percent or more. Seven percent is that 
businesses opportunity rate of return. 

2. U.a. Tlearary Bills and Other Obligations. U.S. Treasury bills are sold 
for less than the amount that is shown on the face. Ihis is called being 
sold at a discount. Uttien the bill matures, in three, six, nine months, one 
year, etc., it can be turned in for the -face amount. The difference 
between the amount you paid and the face amount is the profit on the 
investment. These are very safe investments and have a high liquidity . 
That means they can be easily changed into cash if needed. 

The U.S. Tieasury also issues other kinds of paper investments: 

a. Bonds-- these mature in more than seven years and cost $25 
or more; 

b. Notes— these mature in less than seven years and are sold 
in thousand dollar amounts; 

c. Certificates of indebtedness-^these mature in a year or 
less and cost all different anounts. 

U.S. Treasury paper is considered to be the most conservative investment 
possible when it is held till maturity. 

3. Federal Ageney Notes. These are like Treasury paper because they are 
safe and highly liquid. Exanples of federal agency notes are: Federal 
Home Loan bank notes and Tennessee Valley Authority notes. 

4. Bank Time Oertif icates of Deposit. A business can deposit money in a 
bank for a certain length of time. The bank pays interest on the deposit. 
This is called a Time Certificate of Deposit, or TCD. It is non-negotiable 
and has a fixed maturity date. Banks also issue negotiable certificates. 
These are just like TCDs, except th^ usually require much larger 
deposits. 

5. Gtanroereial Paper. These are notes issued by major finance and 
industrial conpanies. They are issued for short periods of time to raise 
working capital. 
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6. Bonds. A bond is a type of loan made by a) the federal governnent; b) 
state or local governnent; and c) private business corporations. State and 
local governnent bonds can be tax exeitpt, but usually pay lower interest 
than private corporate bonds. Most bonds are considered to be relatively 
low-risk investments. Bonds have a fixed rate of return over a specific 
period of time. When they mature (in 1 to 30 years) they can be cashed in 
for their face value. 

All of the first six examples of paper investments produce the best yield 
of low-risk investments. More informatim about them can be obtained fron 
an investment banker. 

Hie chart below shows what the rate of return was on several types of 
fixed- income paper investments for the year 1977. 



VHAT YDU GET FCR YOJR OCLIAK 



If you had put your money in: 



Your yield would have been: 



U.S. Treasury Bills (90 days) 
U.S. Treasury Bills (180 days) 
Oanadian Treasury Bills (90 days) 
TCDs (less than 90 days) 
TCDs (more than 90 days) 
Governnent bonds-short term 
Governnent bonds-long term 
Municipal bonds-long term 
Corporate bonds 
Utility bonds 



5.80 
7.40 
5.71 
8.47 
7.20 



5.38-5.63 
5.75-6.0 



5.20 
5.50 
5.20 



Source: Continental Bank, Wright Investors' Service. 



Portfolios QrowUi-IneanB Paper Investments 

1. OaaoM Stocks. Shares of ownership in a business or corporation are 
known as cannon stock and are one of the major factors in the Anerican 
econofiQ^. They are the usual means of raiding money for a corporation. 
Investment in coimon stocks makes money in two ways. The board of 
directors can declare a dividend. This is paid to stockholders. Second, 
the value of stock can increase, so it is worth more than the original 
price. For these reasons, the investment in connon stock paper can grow 
and is called a growth- income paper investment. This is different from the 
first six kinds of paper vidiich produce a fixed rate of return. 

There are two major disadvantages to cannon stock, a) There is no 
assurance that the money invested will be paid back. It is a higher risk 
investment than the first' six kinds of paper. Investments in cannon stock 
should be limited to the amount of money a person or corporation can afford 
to lose if the business fails, b) The stock market changes daily, so the 
value of stock changes daily. The value of cannoa stock will go up and 
down, on a daily basis, but eventually be worth more if the business 
grows. 

2. Mutual Bunds, Many investors buy shares in a professional investment 
company or ^mutual fund." The investment company then buys and sells stock 
in other companies. Mutual funds have several advantages, even for the 
smaller investor. 

a. The investment company spreads its investments around by buying 
into several companies. This cuts down on the risk of loss by any 
one investment. 

b. Mutual fund stock is highly liquid. It can be bought and sold 
like conmon stocks. 

c. Professional management, rather than each investor, determines 
what the mutual fund will invest in and how the investment will be 
managed. 

Real Estate Investments 

Real estate investment is the investment of money into industrial, 
conmercial or residential type lands and buildings with the idea of earning 
more money. Real estate investments cr6ute profits for the investor in two 

ways: 

• income from rents and leases (this is comncnly called the annual 
income flow); 

• increase in value of property so it can be sold for more than it 
cost. 

Ineone f rem rents and leases. While these can go up or down, they are 
usually fixed for a certain time period by a contract. This is predictable 
income. 
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Increase in value. The increase in value of something is called 
appreciation. Just like paper investments, a business should know when it 
can ocpect to make some money from its investments in real estate. There 
are two values to consider when selling a real estate investment. One is 
the book value. The other is the market value. 

Book value is the amount paid less the depreeUtian . Buildings and 
equipment wear out as they get older. Hiey depreciate. 

Market value is what the investment is worth on the market. That is, what 
someone will pay to buy it. While the book value usually goes down due to 
depreciation, the market value usually goes up. This increase is called 
capital apppeffiatipn 

Property taxes. It must be remembered that as the value of real estate 
increases, the property tax on it also increases. An investment in real 
estate should produce enough income to cover this additional cost. 

■tortgaging real estate. If the business owns real estate and needs sane 
money^faster than it could get by selling its property, it can imrtgagp it 
at a bank or credit union, lb mortgage means that the bank or credit union 
loans money oa the value of the property and then "owns" the property until 
the debt is paid off. If the debt is not paid off when due, the lender 
keeps the property. As the value of the real estate increases, more money 
can be borrowed against it. Martgaging is a good way to get cash quickly 
and still have full use of your property. 

Investment in Business 

Like all other investments, a business venture must produce profits for the 
business. A decision to invest in business must take many factors into 
consideration. Possible business investments include: 

construction carpanies fishnet company trucking coiroany 

security carpany timber industry bank 

general store fuel oil distributorship fishing cannery 

trailer sales fishing fleet .hardware store 

barge line theater boat charters 

«»rline bowling alley air freight line 

Investment in Hunan Besources 

A few words also need to be said about a fourth kind of 
investment— investment in human resources. Ihis is not investment in the 
strict financial sense. A business needs financial profits, but it also 
might want to inprove the welfare of its people. To do this, the business 
could decide to invest some of its capital in humn resources. 
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The most conmon investments in hunan resources are training programs and 
education. There is no guaranteed financial rate of return on these 
investments. But the "yield" might be high in terms of peoples* 
well-being. Also, a business could be more successful in the future if it 
has adequately educated and trained its employees in the present. Also, 
business money donated to a nonprofit organization such as an educational 
or training center, would be tax-exempt. For these reasons, investment in 
human resources is a subject worth consideration. 

from Investment DBclaion Making^ Cooperative Extension Service, University 
of Alaska, Fairbanks, AK 99701. Publication #A-3-051. 



Goal 11.0 To understand how to design the space 
needed for the business 

Competencies: 

11.1 List all of the items needed to start the business 

11.2 Make a diagram showing how work area is to be 
arranged, including equipment, storage, display, and 
customer area& f jr» 
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What Makes a Qood Office 



tvtilabU for Moffiot. Oboti otn bt kopt doNn if you bw uiod office 
fnfyirtly or tm uitf inlilMd nood fumituro and finiih It youriolf. Some 
Sffi! Sfi^'S^f be eeiily mde or eonverted if you are 

bMdy irttJi tools. MMmiro the ipiee ■vellable and Aeteh a plan before 
Miciiv aMy purotaaoa. 

iLl? •"*!!Jf.*?'!i ?5f*f*' »n • ooaifortable style. 

Hert'a a ohaokliat of «iiat*a aaaded for an efficient office. 




Ideas for Setting Up a Home Business Center 
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Goal 12.0 To understand computerized programs 
available for recordkeeping 

Competencies: 

12.1 Identify corrputer programs that can be used for 
recordkeeping for ham-based businesses 
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Identify Computer Programs 



Hie follwing information outlines software available to help the hone 
entrepreneur in record keeping. 

Title: Accounts Payable 

Source: Continental Software 

Cbst: $250 (as of 12/1/83) 

Hardware Kequirenents: Apple II, II+, lie, 48K, 2 disk drives, printer 

Description: Continental's Accounts Payable is one of a set of related 
accounting progrons, each sold under the title The Cbnputer Prograimed 
Accountant (CPA). Although this package is fully capable of stand-alone 
use, in the set each package can interact with all the others in sharing 
data. TTiis package accepts invoice data fran the user and naintains all 
the standard files: vendor lists, cash requirements, discounts, payment due 
dates, aging data, a list of open invoices, and a transaction register. 
The user directs the program to pay selected invoices, or to pay specified 
categories of invoices. The computer then prints required checks and 
enters the data in the check register. 



***** 

Title: Accounts Payable 
Source: Peachtree Software 



Cost: $595 (as of 12/1/83) 

Hardware Requirements: IBM PC, 2 disk drives, printer 

^ " ®' " larger, integrated accounting system for the 
IBM PC, Peachtree 's Accounts Payable provides the small business imnager 
with many valuable tools. Included are vendor records, payment due dates 
discount onounts and dates, and cash requirements. The package contains 
fifteen separate programs that accept input, create further data, prepare 
reports, and instruct the user as to what further information is needed. 
Available reports include cash requiranents, open invoices, transaction 
register, aging report, and a vendor file. Once the user directs the 
computer to pay an invoice, it prints the check and updates the internal 
check register. The system is menu driven for simplicity of operation. 

***** 
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Title; Accounts Payable 
Sources K^dio Shack 

Gosts $499 for Model 11 and 12} $599 for Model 16 (as of 12/1/83) 

Hardware Hequireroentss TRS-80 Model 11, 12 or 16, 2 disk drives or hard 
disk,. 15: tractor printer 

Descriptions This program is part of a complete accounting package, all of 
which can interact with mutually usable files. This is an accrual eystem 
that provides: vendor file, alphabetical vendor list, accounts payable 
transaction register, aging report, cash requirements, precheck writing 
accounts, check register, general ledger distribution, and manufactor 
analysis. 

♦ ♦ ♦ ♦ ♦ 

Title; Accounts Receivable 
Source: Cbntinental Software 
ast: $250 (as of 12/1/83) 

Hardware Requirements: Apple II, II+, He, 48K, 2 disk drives, printer 

Description: This program is one component of the Obmputer Progrenmed 
Accountant (CPA) by Cbntinental. It can be used as a stand-alone system. 
Accounts Receivable allows for printing invoices or statement billing on 
purchases. Ihe vendor sells preprinted invoice forms or the user can use 
regular computer paper. Reports include current receivables, aging 
receivables, monthly sales, year-to-date sales, customer lists, mailing 
labels, and general ledger posting reports^ Ihe detailed aging report 
includes customer phone number for quick follow-up. 

♦ ♦ ♦ ♦ ♦ 

Title: Accounts Receivable 
Source: Peachtree Software 
Cbst: $595 (as of 12/1/83) 

Hardware Requirements: IBM PC, 64K, 2 disk drives, printer 

Description: This program is designed to interface with the General Ledger 
System by Peachtree; however, either package can operate alone. This is a 
complete invoicing and statement -generating package that is fully menu 
driven for sinnplicity of use. Customer records, including credit 
informaticm and payment records, are maintained automatically. The program 
provides current accounts receivable as well as three periods of agr'^ 
receivables. It can also handle customer credit limits, overpaymmts , 
prepayments, credits to accounts, and multiple transactions to op^ 
accounts . 
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Titlet Accounts Receivable 



Source; Radio Shack 

Oost; $499 Models 11 and 12i $599 for Model III (as of 12/1/83) 

Hardware Requirements: TRS-80 Models 11 and 12 require 2 disk drives or 
hard disk, 15** tractor printer 

Description! Part of a fully integrated accounting system, Accounts 
Receivable allows for open iton or balance forward operation that provides 
for invoicing either at sale or statement billing; current receivables as 
well as aging reports, with or without details; customer accounts details 
such as payment record, discounts, balances, and onount due at any given 
time; and customer sales tax variations based on tBK codes, figuring of 
commissions, and discounts in computing net anounts due. 

» » » » » 

Titlet AMOS 

Source: Oonputer Software International 
ast: $1,850 (as of 12/1/83) 

Hardware Requirennents: lEM PC, 64K, 2 disk drives, printer 

Description: AMQ6 is a medical database management system that can be use^ 
to serve only o^ ^v**-^** or amultidoctor office, or can be used on a 
networking basid to secir^ multiple offices. It features medical data and 
history collection using the national iHIA. fonnat that lets doctors collect 
directly fonr i^edicaref Medicaid, Blue Qross/Blue Shield, and EMC. Charges 
can be specif to paJent accounts, statements are generated, mailing 
labels are printed, anc payments are recorded and credited. Appointment 
scheduling is mintaine.1 and the doctor's free time is indicated. 

* * * « * 

Title: AppleW j II 
Source: Apple Cbaputer 
Gbst: $195 (as of 12/1/83) 

Hardware Requirements: Apple II, Il-f , He with 8(hcolumn card, 48K, 
print <?r 

Description: This is a much improved version of ^ple's original 
AppleWriter. It is a good word processing system for the mon^ and quite 
adequate for most home and anall business applications. It provides a 
tutorial seeticm in the appaidix, which leads the beginner through sinple 
cannands. This is not a menu*-driven system, so the user must memorize a 
large number of GIRL keys and special comnands. It does, however, have a 
very complete help subprogran that can be viewed at any time without losing 
any text in the computer. One advantage of this program is its efficiency. 
Relatively little memory space is occupied AppleWriter II at any time, 
thus allowing for much larger test files than many other word processing 
packages. 
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Title; Autoshop 



Source: Dale-Data Data Processing Service 
Oostt $865 & up (as of 12/1/83) 

Hardware Requirements; IBM PC, 64K, 2 disk drives, printer 

Description: Tliis package solves day-to-day problems associated with the 
management of an auto repair shop; maintains customer repair orders, 
customer order invoicingy supplier lists, and mailing lists; and provides 
profit reports by single mobs or by time frame. It includes a piyroll 
system for enployees using aiqr one of four methods to figure gross pay. 

• • • • • 

Title: Business Graphics Analysis Pak 

Source: Radio ShacK 

Cbst: $174.95 (as of 12/1/83) 

Hardware Requ r agents: TSS-80 Model III, 48K, disk drive, graphics printer 
or multipen plotter 

DescriptiCHi: The user supplies the types of graphic required, the number 
of elcinents, labels, and item values. The progron does the rest. Disk 
files, such as VisiCblc, can be used to provide the data. lRS-80*s 
excellent color graphic printer produces high-quality reproductions of the 
graphics as seen on the screen. 

« « « « « 

TKle: Client Billing System 

Source: High Technology Software Products 

Cbst: $100 (as of 12/1/83) 

Hardware Requirements: Apple II, II+, He, ^ISK, 132 column printer, 1 or 2 
disk drives 

Description: Client Billing System keeps track of customer /client 
transactions using either an hourly or a fixed rate charge. The system 
will accamodate up to five hundred different rates. Menu driven, the 
package handles job cost analysis, payments, and charges. 

« « « * * 



Title I Computer ized Farm Records 
Source I Micro LearnincfWare 
asti $89 (as of 12/1/83) 

Hardware Bequircment 8 i Apple II, II+, He, 48K, TOS-80, 32K, disk drive, 
printer 

Description! This package provides a very simple general ledger system, 
tailored specifically for farm operation. It accepts expense, receipts, 
and enterprise records. IVansactions can be taken directly from the 
checkbook and deposit slips. It provides reports showing cash receipts and 
disbursements on a month-to-date and a year-to-date basis either by 
enterprise or in total* Also available are capital purchase status 
reports, financial statements, and an inoane statement. Noncash 
transactions can be accannodated. The program is fully r:»nu driven. While 
more expensive packages provide more sophisticated capabilities, this 
package performs many functions for a relatively low price. 

***** 

Title: Discounted Qstsh Flow Analysis 
Source; Isaac Software 
Cbst: $35 (as of 12/1/83) 

Hardware Requirements! Apple II, Il-t-, He, 48K, disk drive, printer 

Description! This package discounts or accunulates cash flow at specified 
interest rates or solves for yield. Qish flow data can be entered for a^y 
day in a year fran 19S0 to 2049. It includes extensive editing and data 
handling capabilities. Files can be iq>dated or merged as needed. 

***** 

Title: EZEatry 

Source; Systemics 

Cbst: $89.95 (as of 12/1/83) 

Hardware Requirements: IBM PC, 64K, 2 disk drives, printer 

Description; EZEntry is an order-entry program that stores up to two 
hundred product codes and can handle up to five hundred orders per storage 
diskette. It accepts order entries and computes costs, tax, discounts, and 
wholesale and retail price. It also prints customized invoices. For the 
user with sane computer experience, the files can be interfaced with 
accounting software; however, this package does not offer that capability. 

***** 
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Title: General Ledger 
Source} BPI Systems 
Cbst! $395 (as of 12/1/83) 

Hardware Requircnientss Apple II, Il-f, lie, 48K, 2 disk drives, printer 

Description: Gbneral Le^er by BPI is well respected in the industry. It 
can be used as a stand-alme system or it can function as a part of the 
integrated general accounting system by BPI. The very thorough 
docunentation is designed for the nonexpert and a simulated business is set 
up on diskette to illustrate the program for the beginner. It works from a 
general Journal that interfaces with all other subsidiary ledgers in the 
system. Ihis system allows for the creation of up to four hundred general 
ledger accounts, one hundred payroll ledgers, five hundred accounts 
receivable ledgers, two hundred accoants payable ledgers, two hundred cash 
disbursements records, and an invoice register. Ihe BPI system includes 
accounting functions that must be purchased separately in many other 
systems. 

***** 

Title: General Ledger 
Source: Peachtree Software 
ast: $595 (as of 12/1/83) 

Hardware Requirements: IGM PC, 2 disk drives, 64K, lEM PC DOS and disk 
BASIC extension. 

Description: IBM considers this package to be the "heart" of its total 
accounting system. It can stand alme or interact with an integrated 
series of general accounting programs by the same vendor. It maintains a 
detailed account of all financial transactions and produces balance sheets 
and income statements. A transacticxi register if generated by account 
niinber, source, entry session, or departnent, at ^he user's discretion. It 
allows for comparison of prior-year records to budget amount for the 
current year. Repeating entries are made automatically. The system 
contains a depreciation-schedule-generating function. 

***** 
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Title: Qsneral Ledger 



Source: Radio Shack 

Ctost: $499 for Model 11 and 12| $599 for Model 18 (as of 12/1/83) 

Hardware Recyiirements: ras-80 Model 11, 12 or 18, 2 disk drives or hard 
drive, 15" printer with tractor drive 

Description: Hiis progran is designed to stand alone or to interact with 
the complete accounting system marketed by Radio Shack. It allows for 
establishment of accounts payable, accounts receivable, and payroll 
ledgers. The system generates the following reports: incane statement, 
balance sheet, supporting schevJules, accounts chart, financial statements, 
a register of general ledger transactions, trial balance work sheets, and 
cash flow statements. 

***** 

Title: Infotory 
Source: SiSR 

Cost: $425 for IBM; $295 for Apple (versions are not interchaneable) (as 
of 12/1/83) 

Hardware Requiranents: Apple II, II+, He, 48K, IBM PC, 64K, 2 disk 
drives, printer 

Description: Infotory is a ccmplete inventory management system on Apple 
with DOS 3.3 and can maintain about 1,200 inventory items; DCS 3.2.1 can 
handle about 1,000 different items. Oh IBM, single-sided drives can 
maintain records on 2,600 different items; double sided drives can handle 
about 5,000. Docunentation is quite ccnplete and the package is menu 
driven. Infotory allcws the user to make entries and inquiries on 
individual terms at will. Inventory reports, sales analyses, cost 
analyses, and price lists can be obtained, as well as (»i-hand and on-order 
cost and numbers for individual items. The program includes a reorder 
reminder when items are running low in stock and provides a reorder list on 
com mand* 

***** 

Title: Insure 

Source; The Software Terminal 
Oost: $250 (as of 12/1/83) 

Hardware Requirements: IBM PC, 128K, 2 disk drives, printer 

Description: This package is designed to assist in the management of a 
small -to medium-sized insurance agency. It stores client records of almost 
forty items in the client master file. Also included are separate files on 
policies and paid and pending business. Mailing lists and labels are 
hvailable on demand. 

"" <«**«« 
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Title: Inventory Control 



Source: BP! Systems 

ast: $425 (as of 12/1/883) 

Hardware Requirements: Apple 11, II+, He, IBM PC, 2 disk drives, printer 

Description: The BPI Inventory Control package is designed to operate 
alone or in conjunction with the Qsneral Ascounting System that includes a 
t tal of five applications packages: pe^roll, general ledger, accounts 
leceivable, accounts payable, and inventory control. This highly autcmated 
system is fully menu driven and includes tutorial materials in the 
docunnentation to teach the beginning user. Each inventory record includes 
fifteen items of information. Hie program takes orders, inquiries, 
updates, purchases, credit memos, and other user input; produces shipping 
orders, routing slips, purchase orders, invoices, customer lists, and 
vendor lists; and provides numerous management reports such as inventory 
control general ledger, profit and loss statements, trial balances, order 
lists, and cash receipts, among maiqr others. Ihis is a very complete and 
versatile system. 

***** 

Title: Inventory Control System 
Source: Radio Shack 

Cost: $299 for Model 11; $399 for Model 11 and 16 (aa of 12/1/83) 

Hardware Requirem«its: 'IRS-80 Model 11 with floppy or hard disk, Model 16 
with hard disk 

Description: The program assists in cycle counting, ordering, and report 
generation. As purchases are made, the program posts receipts, prints 
mailing labels, and fully maintains files on listed items. Inventories are 
updated as purchases are made and reorder lists and company purchase orders 
are prepared as inventories are depleted. 

***** 

Title: IOC (Know Your Q ient) 

Source: Executive Microconputing Software 

Cbst: $124.95 (as of 12/1/83) 

hardware Requiranents: Apple II, II+, He, IBM PC, 48K, disk drive, 
printer optional 

Description: ISC is a clioit -prospecting and follow-up system. It 
maintains informatim on client name, title, address, phone, cGmpany name, 
and data on last contact; keeps track of "callback request"; and provides 
lists of clients vAio have not been contacted in the last thirty and sixty 
days. Mailing lists and mailing labels can be generated. 

* * * * * 
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Title: Lazy Waiter 



Source: AlphaBit Cbmnuni cat ions 
Cbstt under $50 (as of 12/1/83) 

Har are Requiranents: TRS-SO, 32K, disk drive, printer 

Description: Using this standard word processing package, the operator can 
produce letters, forms, memoranda, mail labels and lists, manuscripts, and 
other written material of any length. Features are fairly standard. 
Included are boldface and underlining, v^ich are not contained in many word 
processing packages. 

***** 



Title: Money Decisions, Vol. I, Vol. II 
Source: Eagle Software Publishers 

Oost: $199 for Vol. 1: $299 for Vol. II: $399 for Vol. I and II (as of 
12/1/83) 

Hardware Requirements: Apple II, Il-f, He, lEM PC, TRS-80 (TBS-80 uses 
CP/M), disk drive, printer 

Description: This is a sophisticated set of programs that facilitates 
management decisions. It allows such conparisons as lease versus buy and 
provides analyses of break-even points. T^end analysis and projectioi and 
pricing and production decisions are handled as well as capital bu^eting. 
In addition, the progran has extensive graphics capability for grq[>hic 
analysis and additional applications for accounting, banking, 
manufacturing, medicine, construction, civil oigineering, and equipment 
leasing. Vol. I consists of thirty-four programs. Vol. II has thirty-six 
prog rams. 

***** 
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Title: Miltiplan 

Source: Microsoft 

Cbst: $250 (as of 12/1/83) 

Hardware Requiranents: Apple II, II+, He, IBM PC, TOS-80 Model 1, 11. 
Ill, disk drive, printer ' 

Description: Aliltiplan is an electronic spreadsheet with up to 255 rows 
and up to 63 columns. Each cell in the matrix starts out blank, but the 
user can enter nunbers, labels, or formulas as desired. No knowledge of 
progranmlng is re^iired; however, effective use of such prograns requires 
that the user learn the package and its comnands thoroughly. -nitorUl 
exanples are included in the docunentation for this purpose. Miltiplan 
allows the user to "link" up to eight different files on the diskette for 
more conplex analyses. This feature allows the user to make an entry on 
one spreadsheet and have all of the cells that are affected in the other 
sheets autcmatically updated. Electronic spreadsheets are ideal for 
f inane al projections, conparison of management alternatives, and answering 
"what if" questions using budget data or production data. Like other 
spreadsheets, Miltiplan can be used in such "inodeling" or simulation 
roles . 

***** 

Title: Order Entry /ICS 
Source: Radio Shack 

Cost: $499 for Model 11; $598 for Model 16 (as of 12/1/83) 

Hardware Regiirements: TOS-80 Model 11 and 12 with 4 disk drives or hard 
disk, ttodel 16 with 3 disk drives or hard disk, 15" wide printer 

Description: This package is one part of a complete accounting system 
marketed by Radio Shack. It requires end interacts with the Accos ^ts 
Receivable package and feeds information to the Sbles Analysis Pro. 'tm. 
Orders are entered and edited as needed. The progran provides the 
following reports: item receipt register^ billii« register, picking 
tickets, order list, price list, item stock status report, and a purchasing 
advice report. The progran allows either single-pass invoicing or a two 
pass order with separate billing. 

***** 
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TitUt Payroll 



Source) Badio Shtok 

Gostt $599 for Model 11 and 12 i $699 for Model 16 (as of 12/1/83) 

Hardware Requlranentat lBS-80 Model 11» 12 » or 16 with 2 disk drives or 
hard disk» 15" printer with tractor drive 

Descriptioni Thlt is a oenplete payroll system that accepts wage or salary 
data, eonputes payroll , and prints checks. It then interfaces with the 
genet il ledger system to update the payroll account contained there. It 
handiea hourly or salaried cnoployees and allows up to seven different 
payroll frequencies. Vaoation» sick leave, and recall information are 
maintained, and up to one year of detailed pay history can be recalled. 
Tht package ecnputes deductions for taxes and prints out W-2 forms at the 
end of the year. 

• • • • • 

TItlei PFStFile 

Source: Software Publishing 

Cbsti $125 for ^ple; $140 for IBS (as of 12/1/83) 

Hardware Sequircnents I IBM PC with 64K, Apple II, Il-t-, He with 48K, 1 
disk drive required, 2 disk drives preferred, printer 

Descriptioni A very sophisticated data management system, FFSzFile has 
excellent doeunentation and is easy to learn and sinple to use. It allows 
the user to develop virtually any data format required. The screen shows 
exactly what the printed matter will look like to facilitate form design. 
Item lengths are conpletely open up to the maximun length of a given form. 
This feature allows for descriptive material or remarks sections to be 
Included. Ihe current version includes numerical or alphabetic searches 
and sorts I keyword, greater than, less than, between, and "not" searches. 
Uk>dating of existing entries, addition of new entries, and reformatting of 
existing formats can be aeecmpllshed without loss of data previously 
entered. Miiling labels, cheeks, and forms of almost any kind can be 
printed. Only one type of form can be maintained per disk, which seens a 
bit wasteful of disk space; however, this cuts down on the likelihood of 
errors. Ihe progrons can search any canbination of fields at one time. If 
the form is developed with sorting in mind, the program can sort more than 
one field at a time. 

• • * • « 
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Title: PFS:Graph 



Source: Software Publishing 
Cbst: a75 ((as of 12/1/83) 

Hardware Requirements: Apple 11, II+, lie, 84K, 2 disk drives, graphics 
capable printer with graphics Interface, color monitor preferred but not 
required for monochrome display 

Description: PFSiGraph produces line, bar, and pie graphs In monochrome or 
color. While true text Is not available, the high-resolution graphics text 
generator provides a labeling capability for this program. Data stored on 
PFS:FIle can be used to generate graphs, or data can be specified 
separately. Pictures are saved as binary files that can be "dutped" onto 
graphics-capable printers. 

• * • * • 

Title: Property Listings Cbnparables 
Source: Realty Software 
Cbst: $325 (as 12/1/83) 

Hardware Requironents: lEM PC, disk drive, printer 

Description: This package provides a system for the mal ntenance of 
property listings and comparable recent sales. It allows for the selection 
of appropriate listings by price range, number of bedrooms, number of 
units, city, and zone. One characteristic or a combination of 
characteristics can be specified the prospect and the progron selects 
all appropriate listings. Performance selections can be made based on a 
maxlmun gross factor, maximum price per square foot of inprovements , and 
minlmun cash flow required, in any combination. 

• * • • * 

Title: The Prospector 
Source: Executive Data Systems 
ast: $300 (as of 12/1/83) 

Hardware Requiranents: IBM PC, 128K, disk drive, printer 

Descr iption : This is a sales prospec^ organizer . It 

supports sales efforts using personal sales calls, keeps a file on 
customers, assists in direct mail advertising by printing mailing lists, 
sq>arates regular clients fr' n prospects, maintains supplier lists, and 
prints mailing labels. All lists can be broken down into subsets based on 
user-specified criteria. 

• • • • * 
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Title; Restaurant Inventory Control and Cbst Analysis Program 



Source: Advanced Analytical Cbnputer Systems 
Cost: Contact vendor for quote 

Hardware Requircmentst lEM PC, 128K, 2 disk drives, 132-coluiin printer 

Description: This program maintains a perpetual inventory and supply 
reorder list and provides the capability to conduct a food cost analysis, 
menu item analysis, sales mix analysis, and a current menu item cost 
analysis. As the inventory cmtrol detects an upcaning shortage, a list of 
food item reorders is generated along with printed purchases orders. This 
program can be used in all types of restaurants and bars. Vendor /supplier 
lists are maintained and can be updated as needed. 

***** 

Title: Sales Analysis 

Source: Micro Business Software 

Cost: $1,000 for source code: $200 for object code (as of 12/1/83) 

Hardware Requirements: Apple II, Il4, and HE with GP/M only with 4 disk 
drives, IBM PC 64K using PC DOS with 4 single-sided or 2 double-sided disk 
drives, printer 

Description: This package is designed for use with the vendor's Accounts 
Receivable and Order Entry/Inventory Control packages. For that reason, it 
is not a stand-alone system. Ihis system produces the sales analysis 
reports by customer, customer category, state, item, item category, sales 
person, and for total sales. 

***** 

Title: Sales Analysis 
Source: Radio Shack 

Cbst: $299 for Model 11 and 12: $399 for Model 111 (as of 12/1/83) 

Hardware ReqEUirements: TR-80 Model 11 or 12 with 4 disk drives or hard 
disk, Model 16 with 3 disk drives or hard disk, IS" printer with tractor 
feed 

pescriptlon:^^^^'^^^^ final ccrappnimtj^ complete accounting ^stem 

from Radio Shack. It teJces data from the customer file of the Accounts 
Receivable package or the iten file of the Order Entry/ICS program. 
Analyses include sales activity by customer, sales activity by type of 
customer (determined by user), sales voluae by customer, sales volume by 
salesperson, suomary state, sunmary by item or item category, and total 
sales volume. 

***** 



Titlet Scripsit 



Source: Radio Shack 

Oost: $399 (as of 12/1/83) 

Hardware Requirements: IRS-SO htodel 11 or 12, disk drive, printer 

Description: Scrips 's Radio Shack^s answer to AppleWriter II and IBM^s 
EasyWriter. It is a v^ry good general purpose word processing system and 
includes all of the expected features. In addition, this program allows 
for underlining, subscripts, superscripts, and boldface type. Scripsit is 
a screen-oriented system, which msans that the printed material will be 
essentially identical to the screen version, with the exception that 
formatting of printed copy can be done by means of conmands embedded in the 
text itself. 

« « « « ♦ 



Title: The Store Manager 

Source: High Technology Software Products 

Oost: $250 (as of 12/1/83) 

Hardware Requirements: Apple II, II+, He, 48K, 2 or 3 disk drives 

Desciiption: The Store Manager accepts order entries and maintains 
continually updated inventory on a maximum of 1,160 different items. It 
provides up-to-the-minute sales totals for the entire store or by item. In 
addition, it prints customer invoices, price quotations, receiving reports, 
packing slips, purchase orders, and expense vouchers. The program is mm 
drivc:^. and uses plain English to comrainicate with the user. Also available 
on coTimnd i.re inventory reports, reorder lists, item movement report, item 
turnover report, alphabetized listings, and presorted mailing lists. 

* ♦ * ♦ ♦ 

Title: Tax Decisions 

Source: Eagle Software Publishers 

Cbst: $299 for lEM; under $200 for Apple and TRS-80 (as of 12/1/83) 

Hardware Requirements: Apple II, II+, He, TElS-80 Model 1, 11, 111 using 
CP/M, lEM PC, printer 

Description: Tax Decisions was developed by tax professionals to be used 
by members of the profession. It performs most routine tax number 
crunching to allow the tax planner to concentrate on tax planning instead 
of computation. As with any tax program, the user should make sure the 
program version is the current one and conforms to present tax laws and 
regluations* 

« « « « « 
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Title: Time Manager 



Source X Image Gbirputer Products 
ast: $150 (as of 12/1/83) 

Hardware Requirements: Apple II. II+, He, 48K, printer (an internal clock 
and 8(hcolumn board are optional) 

Description: Time Manager provides a personal or professional desk 
calendar. It generates daily agenda and ^'to do" lists. Uhcompleted items 
move to the next day. Items are given priority according to a 
user**a8signed code. Permanent dates such as holidays need to be entered 
only for the first year; they will appear each year thereafter. 

« * « « « 

Title: Time Manager 
Source: IBM 

ast: $100 (as of 12/1/83) 

Hardware Requirements: IBM PC with 64K, 1 or 2 disk drives, printer 

Description: A simple-to-use program, Time Manager provides the user with 
a computerized desk calendar. Not only does it maintain a schedule of 
appointments, it provides daily agenda, a daily "to do" list, and an 
automatic reminder of important deadlines. It tracks events and expenses 
individually or by category; data can later be collected in several 
categories to support, for instance, tax records. 

* * « * * 

Title: Time Manager 
Source: Radio Shack 
Cbst: $99.95 (as of 12/1/83) 

Hardware Requirements: 1IiS-80 Model 1 and 111, 48K, disx drive, printer 
optional 

Description: This relatively simple program maintains a personal or 
professional appointment calendar and provides a reminder for scheduled 
meetings and deadlines. In addition. Time Manager provides a permanent 
record, daily "to do" lists and agenda, and uncompleted items are 
automatically transferred to the next day's list. 
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Titlei VersaPayroll 



Source: HcE Cbirputronics 
astt $99.95 (as > 12/1/83) 

Hardware Requiranentsx lEM PC, 2 disk drives, printer, 48K 

Description: This is one connponent of the con|>lete five-progron 
VersaBusiness System, but can be operated as a stand-alone system. It 
maintains complete payroll and financial data on all employees of a small 
business. It includes current tax tables that can be manually updated as 
the rates change. Ihe program caqputes payroll, prints the checks, updates 
the p^roll accounts, and prints out enplpyee data sheets and quarterly 
reports. At year-end, W-2 forms are provided. A thirty-day money-back 
guarantee is included with the purchase. 



Title: VisiGalc 
Source: VisiCbrp 

ast: 1200 for lEM; $250 for Apple; $299 for TSR-80 (as of 12/1/83) 

Hardware Requirements: Apple II, II-i-, HE, lEM PC, TRS-80 Model I, II, 
III, disk drive, printer 

Description: The all time best seller axxig electronic. spreadsheets, 
VisiCblc provides a maximun of 254 rows by 63 colimns. Each cell can 
acdept a number, label, or a formula that autanatically calculates a 
numerical entry for the user. Formulas can be specified for individual 
cells or rq>licated easy for segments or complete rows or colums. Ihe 
excellent docunentation includes tutorial materials to help the user learn 
the package's features and conmands, which do tend to be a bit cryptic and 
confusing at times. Electroiic spreadsheets are very useful for roakii^ 
economic projections, alternative comparisms, and answering "vriiat if" 
questions using budget or production data. Routine calculations and 
recalculations resulting from additions or changes in any data cell are 
done autanatically, resulting In greater acccuracv and less work than 
manual spreadsheet work. 

***** 

Title: VisiDex 

Source: VisiCbrp 

ast: $250 (as of 12/1/83) 

Hardware Requirements: Apple IT, II+, He with 48K, lEMFCwith 64K, disk 
drive, printer 

Description: VisiDex is a data and time management systan. It allows the 

iig ffr tft np gflni yy b u ffinft S H or p f rs n n wl in formation and provides a file 

maintenance systan. Hemes, addresses, phme nunbers, dates, "to do" lists, 
records of decisions and meetings, highlights of reports, tax information, 
and stock can be maintained. The program allows unlimited 
cross-referencing. A daily calendar is prov^ided for maintainii^ 
appointments and lor kee^l^ track of upcoming events. 



i 

Title I Vi 9 i Schedule 

Source I VisiCbrp 

Cost: $300 (as of 12/1/83) 

Hardware Requirements! Apple II, II+, He with 48K, lEM PC with 64K, at 
least 2 disk drives, printer 

Description: Oonplex project planning and scheduling are done with 
relative ease using VisiCbrp's new VisiSchedule. Critical time paths aro 
determined, automatically based on input characteristics. It allocates 
time, costs, specifies start and end time, vacation days, intermediate 
deadlines, and project slack time for machines and workers. This is a 
powerful simulation'inodeling tool for decision making as well, because the 
user can address "what if" questions simply by changing input 
characteristics. 



Title: VisilVend/Plot 

Source: VisiCbrp 

Oost: $300 (as of 12/1/83) 

Hardware Requirements: IBM PC, 128K, disk drive, color graphics nwnitor 
adapter, color monitor, printer with graphics capability and graphics duip 
interface 

Description: VisiTrend/Plot produces professional quality graphic displays 
of line, bar, pie, and hi-low charts, with IBM's superior graphics and 
mixed text capability. It accepts data manually or from VisiOalc files. 
Linear multiple regression projections are calculated from VisiQilc data 
and the projections are graphically presented. Trend projection is done 
with straight line, snoothing, or moving averages. 

***** 



Title: WordStar 

Source: MicroPro International 



Cbst: $495 (as of 12/1/83) 



Hardware Requirements: Apple II, II+, lie, with CP/M capability and 
80-coluim card, IBM PC, 48K, 1 or 2 disk drives, printer 

Description: Tliis is generally regarded as one of the better conmercial 
quality word processing systems, although somewhat complicated to naster. 
WordStar is a screen-oriented system, which means that the text vill appear 
on paper as it appears on the screen. While this decreases the emount of 
text that can be stored as a single file, the advantages of this system are 
obvious. WordStar is the single most popular word processing system for 
the Apple. 

from MigpOfHMHpiiterB in ftmll Hiiainftufi 

ManagBment, The National center for 
Research in vocational Education, The Ol^iio 
State diversity, 1960 Ke|uny;,2oad, 
.^u^j^ <H 4ftlO, 1960:86 




Goal 13.0 To understand new oroducts, procedures, 
and equipment 

Competencies: 

13.1 Secure information to keep current on new products, 
procedures, and equipment 
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U.S. Small Butiness Administration 

( )lti(,i; ot lUisinrss Onvtrlnprnont 
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Management Aids (Mi^.s)'' 



SBK Business 

Development 
Pamphlets 



\'inanri(i\ \Uinn}irturnt and Analysis 




- MA l.n()l 
. NtA 1.002 

, MA i.oo;i 

. MA l.()()4 
, M A 1 005 
1006 
. . 007 
. MA 1.008 

. MA 1.00» 
. MA t.mo 
. MA l.OU 
. MA t.012 
. MA i.ot:i 
. MA 1.014 
MA 1.015 
MA 1.016 
MA 1.017 
MA I.OIB 
MA 1.019 
MA 1.020 



PJanninK 



«. MA 2.002 
-.MA 2.004 

_ MA 2.005 
„ .MA 2.006 
MA 2.007 
MA 2.008 
_ .MA 2.009 
_ MA 2.010 
«. MA 2.011 
_ .MA 2 012 
_MA2.0i;i 

_ MA 2 014 
_ MA 2.015 
«. MA 2.016 
_ .MA 2.017 

_ MA 2.018 
MA 2.020 
— MA 2.021 
_ MA 2.022 
_ MA 2 024 
_ MA 2 025 
_ MA2.02H 

_ MA 2.027 



The ABC's of Borrowing 

Whal Is thu Best Selling Vrimf 

KtMjp ft)inled Tbward Profit 

Basic Budgets for Profit Planning 

Pricing for Small Manufnrturors 

Cash Flow in a Small Plant 

Credit and Collections 

Attacking Businoss Dur.iston Problum.s Wllh 

Breakeven Analvsis 

A Vent ure Capital Primer fur Small Business 
Accounting Services f^r Small Service Kirm 
Analyze Your Records to KeHuce Costs 
Profit b>* Your Wholesalers* Services 
Steps in Meeting Your Tax Obligations 
Cetting the Facts for Income Tax Reporting 
Budgeting in a Small Business l irm 
Sound Cash Management and BorrowinH 
Keeping Records hi Small Husinisss 
Checklist for Profit Watching 
Simple Breakeven Analysis for Small St«)ri;s 
Profit Pricing and Costing for Sorvicivs 



Locating or Relocating Your Busiii»fs,s 
Problems in Managing a Family-OwninJ 
Business 

The Equipment Replacement Decision 
Finding a New Product for YourCompunv 
Business Plan for Small Manufactun-rs 
Business Plan for Small Construction Firms 
Busmess Life Insurance 
Planning and Coal Setting for Small Husim^s 
Fixing Production Mistakes 
Setting i;p a Quality Contnil Sysh m 
C:an You Make Munev With Yniir id»M or 
Invention? 

Should You Lease or Buy Kquipment ^ 
Can You Use a .Minicomputer^ 
Checklist forCoing Into Business 
Factors in Considering a Shopping ( ruiv.r 
Location 

Insurance Checklist for Small Busin» ss 

Business Plan forKctailfrs 

I sing a Traffic Study U\ S»«li;(:t a Ri.t.nl sm 

Business Plan for Small Sm itu I irni' 

Store lA)calion * Little Things * \h\u\ a I ut 

Thinking About Cuing Into Business' 

FiMSibilily Checklist forStartinu a Small 

Busin<}ss of Your Own 

Mtiw to Cot Started With a Sm.ill Htum. ss 

Computer 



! tn J4 payi's 
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(H'UiTdl \himi«» f?irnf ami MministTaiiun 



. MA. I mil 
. MA :l 11112 
. MA I0II4 
. MAiUHi-j 
MA MHMi 
. MA Mur 
MA MHIH 
MA .i.CUM» 
... MA UllO 



. MA 4 oni 
. MA 4.002 
. MA 4.0(U 
. MA4.oori 
_ MA 4.0(r 
_ MA4.00H 

^ MA 4.010 
_ MA 4.012 
^ MA 4.0 U 
« MA 4.01.1 
„ MA 4.oni 
MA 4.01H 
_ MA 4.019 
MA 4.020 
MA 4 1121 
^ MA 4.022 



Di'lrnating Work and Responsibiiity 
MiiniigvmentChucklist fura Familv Business 
Pmventlng Retail Theft 
Stock C'onlrol for Small Stores 
Reducing Shoplifting Losses 
Preventing Burglary and Robbery t^ss 
Outwitting Bad-Check F^ssers 
I'reventing Embezzlement 
Techniques for Problem Solving 



{ nderstanding Vour Customer 
Cnjative Selling; The Competitive Kdge 
Measuring Sales Force rVtrformance 
Is the Independent Sales Agent for Vou? 
Soiling Products oo Consignment 
Tips on Getting More for Your Marketing 
Dollar 

Developing \e\v Accounts 

Miirketing Checklist for Small Retailers 

A Pricing Checklist for Small Retailers 

.Advertising Guidelines for Small Retail Firms 

Signs in Your Business 

Plan Your Ad\*ertising Budget 

Earning About Your Market 

Do You Know the Results of Your Advertising? 

"^piM iciltx A«l\iTtisii»K liirSniiill Husinoss 

I ndcrstandlng Corporate Purchasing 



Small Business Bibliographies (SBBs) 



(iiMtmi/Aitinn ami IVrsonnei 

. MA .1.001 Checklist for Developing ii Training Prrjgram 

. MA ri.0O4 H)jnrerson Tsing Temporary* Help Services 

MA 1.00.1 Pre\-enting Employee Pilferage 

_ MA 1 00»i Setting L p a PSv Svslem 

. MAl.Oir .Staffing Vour Store 

. MA l.OOH MiindKing Employee BeoWils 

MA LOOM n^chnioue.*; for Productivity Inipnncnienl 



i4"ittl 'Mfi (.'inrmnirrifal Affair*^ 

MA»ino.i ln(.t)rpur.ilin« u Sin.ill Husin»'ss 
MAti tMM St'lccliiiij the l.i»gul itrurlun- tor Your 
OuMnesis 

MA tj.ooi introdiii tiiui to P.il»-iits 



\h'^i i Jidnfiiu.s 

MA 7002 
. .M.\ roiM 
...MA 7 (lor 
. smKTi 



Association .Vr\ \u*s lor Sm,»ll HusiniKi, 
Markci Overs»Ms Uilh T S (; »MTnnvnl Ifrlp 
Kvaluating FnmLhi<;M Oppnrtunitir.s 
Proposal Preparation forSm.ill Hiis»m»«s 
Innovation ResiMrt h (SHIR I 
VVoMh'iis tliiniithMtk 
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. 1.1. 
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37. 



. HH. 
. 87. 
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. 02. 
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iloint* Ho.sinessi*s 
SrlhimOvMuilOnh'r 
Mtirkriinvt K(N»»an h Prm fduri's 
KctiiilinK 

Siuiislics.inii M.ips (or \\itit)ii,il Marki't An.iUsis 
N'iilioniil Din'tjorips for I \r in M.irki'linK 
Kft.onikiM'pniH Systems— Sm.'M Slon* .uid Srrvu v 
Basic IhisMirss RrfrnMic.t' Sou rets 
Advorti.sing— Retail Store 
Retail Credit and Collection 
Buying for Mail Stor»»s 
l^rsunnel Management 
Inventory ManHgernent 
PunJiasing for Owners of Sniali Plants 
Training for Small Business 
Financial Management 
Manufacturing Management 
Marketing fur Small Business 
Vew Product Development 
Ideas Into Dollars (Inventors' Culdel 
Effective Business Comjnunication 
Productivity Vi:»nagement in Small Business 
D<!cision Making in Small Business 

- _ Total \o. MA/SBB Pamphlets 

Starting Out Series (SOSs)^^ 

— 0101 Building Service Contracting 
0104 Radio-Television Repair Shop 

^0105 Retail Florists 

^010() Pranchised Businesses 

— 0107 Hardware Store or Home Center; 
_ Ulll Sporting Coods Store 

_ U112 Drycleaning 

<MI4 Cosmetology 

_ 01 ri r\jst Control* 

^ Otltt Marine Retailers 

^ 0117 Retail (imctfry Stones 

— OiJ'J Apparel Store 
_ 012 I Pharmacies 
_oij-. Offiu' Products 

— 0120 Interior Design S<Tvi(:es 
_ Ol.io Fish Kirnjin« 

_ 01.1 1 Hij u.les 

01. J4 Ki'f>fini» Cuntrat.lnrs 

(il ll Prinlinu 

^ 0!.C The H.iukMon' 

01. IH I (nnu- f iiinishiinis 

_ <I142 Ic i-rre.!in 

0141 Sew mu ( .iMilers 

« 0I4H IVrsonni»l Kelern:! .Servi(f 

OUM SfllinviHx Mailorder 

_ OLIO Soliir Kneniy 

_ t)201 Hnsike\en l^)iht for Indi^pendent Tnii kers 

_ 0202 Starting a Retail Travel Agency 

_ 020.< St.irtinga Retail De«:nratinj; Products Husines> 

_ 0204 Sl.irtingan Independent (:onsu!tin^ Prai.ttse 

_ 0201 Si.irtin>?'»n Kle'ttronics Industry- f ion stilt i mi* I'raci 

Total \». SOS P^amphlrt«i 
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U.S. Small Buttifieu AdmlniitraUon 

Office of Management Assistance 
SBA 113B 



Business Development Booklets 



SBK Business 

Development 
Booklets 



To Order: Completu th« Ordnr Form nnd v.hmM tiff rHi|unstml 
publications. Send It with your checl( or monoy nrdor In iho 
Superintendent of Documents, Government Printing Offrre. 
Washington. D.C. 2041)2, Mnke chcclt or monoy order payable to 
thn Superintendent of Documents. Do not send postage stamps 
or cash. These bookleto are not sold by tht Small Business 
AdmlniMratlon. Foreign remittances should be made by 
international money order payable to the Superintendimt of 
Documents, by draft drawn In U.S. dollars on an American or 
C:ai. .dian bank located in the U.S. or Canada, or by UNE^SCO 
cuupons. Please note: In accordance with U.S. Department of the 
Treasury regulations, checks drawn un Canadian banks fur 
amounts of less than four U.S. dollars ($4.00) cannot be accepted. 
This regulation also applies to Canadian money orders. If the 
value of your order Is less than $4.00. we suggnst you charge your 
order to your MasterCard or VISA account. Please Include your 
card number and date of expiration. Prices subject to change 
without notice. 




Small Business Management Series 

The books in this series discuss specific 
management techniques or problems. 
Na 

An Employee SuggMtion System for Small Companies 
Cost Accounting for Small Manufacturers 

Assists managers of small manufacturing firms establish 
accounting procedures that help control production and 
business costs. 

Handbook of Small Busineas Finance 
Ratio Analytia for Smell Businesa 
Practical Builneas Use of Government Sutistics 

Available only from SBA. 
Guides for Prc^t Planning 

Guides for computing and using th^ hraakeven point . the 
level of gross profit, and the rate of return on investment. 
Manrsement Audit for Small Manufactureni 
A questionnaire for manufacturers, 
insurance and Risk Management for Small Businesa 
Management Audit for Small Rataileni 
149 questions to review business operations. 
Financial Recordkeeping for Small Stores 
Small Store Planning for Growth 
Covers merchandising, advertising and display, and 
provides checlclists to increase saiea. 
Franchiae index/Hrofile 

Presents an evaluation process that may be used to 
investigate franchise opportunities. 
Training Salesmen to Serve industrial Markets 
Financial Control by llme-Atisorption Analysis 



1. 
9. 



1.1. 
20. 
22. 

25. 



29. 
:)0. 

:n. 

32. 
33. 



.J 5 



36. 
37. 
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40. 
42. 

4:). 



Managemenf Audif for Small Sen ice Firms 

A {|U«slionniiir(! for service firms. 

Decision Mnis in Developing New Products 

Pmvidos .1 path fn)m idea lo markeling plan fnr (he small 

miinufactiiriiig or K & D firm. 

Management Audit for Small Construction Firms 

Avrtilftblt! only from SBA. 

Purchasing Management and Inventory Control for Small 
Business 

Managing the Small Servke Firm for Growth and Profit 
Credit and Collections for Small Stores 



Starting and Managing Series 

This series is designed to help the small 
entrepreneur 'to look before leaping" into a 
business. 
No. 

t . Starting and Managing a Small Business of Your Own 
tot. Starting and Managing a Small Service Business 



Business Basics (continued) 
No. 

Retail Buying Function 
Inventory Management— Wholesele/Relail 
Retail Merchandise Management 
Consumer Credit 

Credit and Collections: PoUcy and Procedures 
Purchasing for Manufacturing Firms 
Inventory Management— Manufacturing/Service 
Inventory and Scheduling Ibchniques 
Risk Management and Insurance 
Managing Retail Salespeople 
Job Analysis. Job Specifications, and Job Descriptions 
Recruiting and Selecting Employees 
Twining and Developing Employees 
Employee Relations and Bsrsonnel Pblicies 



1010 
1011 
1012 
1013 
1014 
1015 
1016 
1017 
1018 
1019 
1020 
1021 
1022 
1023 



Nonseries Publications 

A Basic Guide to Exporting 

(H):j-0(J9-00.149-1 (Commerce Dept.) 

U.S. Government Purchnsuig and Sales Directory 

A directory for businesses interested in selling to the I'.S. 

(;overnment. Lists the purchasing needs of various Agencies, 

Managing for Profits 

Discusses the various management functions. 

(Wri -000-00206-3 

Buying and Selling a Small Business 

045-000-00164-4 

Strengthening Small Business Management 

Emphasizes management self-improvement. Available from SBA 
only. 

The Best of the SBI Review-- 1973- 1979 

Management ideas for the small business owner^manager 
045-000-00172-5 



Business Basics 

Each of the 23 self-study booklets in this series 
contains text, questions, and exercises that teach a 
specific aspect of small business management. 

No. 

1001 The Profit Plan 

1002 Capital Planning 

100.1 Understanding Money Sources 

t004 Evaluating Nfonev* Sources 

1005 Asset Management 

tOOfi Managing Fixed Assets 

H)07 Understanding Costs 

1008 Cost Control 

toon Marketing Strategy 



Prices shown were in effect in October 1985. Prices of Tvernment 
publications are subject to change without notic no Xp. prices 

chargedonyojrorderwillbetho8eineffectwhei..-ou t. ^er'is 
processed. 

A 25.percent discount is givefn for quantities of lOO or more of the 
Name publication to a single address. For foreign mailings, please 
add 25 percent to prices shown above. 

The publications listed above may also be purchased from U.S. 
Uepartment of Commerce field offices. If one is located in your 
city, consult your telephone directory for the address. 

A companion form. SBA-115A. lists Business Development 
ftmphlels and is available without charge from SBA. P.O. Box 
15434. Fort Worth. Texas 76119. 
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Nonseries Publications 
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1001. 


045-000-00192- 


-0 S4.50 


1002. 
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Additional Resources 



Alaska Biisingsa ManthlVj Alaska Publishing Go., Inc. P.O. Box 102696, 
Anchorage, AK 99510, 276-4373. $21.95 for 1-year subscription; $37.95 for 
2-year subscription; $44.95 for 3-year subscription. 

Contains articles on: 

Trends in Alaska business 
Personalities in Alaska business 
Alaskan businesses 

Advice oriented colunns written by Alaskan business people 



At Home in the Officer A riiitte for the Hni«» Whrlcpr, office for Research in 
High Technology Education, University of Tennessee, 428 Claxton Addition, 
College of Education, Knoxville, IN 37996, December, 1984. 

Contains information on: 

Psychological and econonic issues related to hone-based business 
Laws and agencies affecting the home worker 
Hardware and software that could be used in hone-based business 
Arranging work space 



Basic Skills for the TPAdesj Alaska Department of Education, University of 
Alaska, and the Job Training Partnership Education Consortium, 1985. 
Available fron Vocational Materials Library, Office of Adult and Vocational 
Education, Box F, Juneau, AK 99811, (907) 465-2980. 

The series of instructional modules contain information ov: 

Conminications 
Hunan Relations 
Trade Math 
Safety 
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Enterprising WHTlBn> Artemis Enterprises, Inc* 525 West End Avenue, New 
York, NY 10024. 

This monthly magazine addresses women's roles in the econon^ and 
professions, and contains information on: 

Taxes 
Insurance 
Personal finances 
R!anagement issues 

Establishing & Business in AUakft^ Alaska Department of Qximerce and 
Economic Development, Office of Enterprise, Box D, Juneau, AK 99811, 1986. 

This handbook contains information on: 

Planning and establishing a business in Alaska 
Agencies to contact for assistance 

Home BitreprenmirshiDt Instruetionsl MatPrisls in the Qperatinn nf a ftrwll 

Business from the HMne» Susan F. Weis and Xay S. O^Brien, The Pennsylvania 
State lAiiversity, Ferjisylvania Department of Education, Bureau of 
Vocational Education, Harrisburg, PA, June, 1983. 

Contains information on: 

Exploring a hone-based hone economics business 

Planning the business 

Legal considerations 

Sources of money 

Purchasing materials 

Setting prices 

Record keeping 

Advertising and selling 

Format lists objectives, information, suggested activities, and 
references. 

Home-Based Entrepreneur Ifewslettqrr J. Esters-Brown Publications, 5505 S« 
Everett, Chicago, IL 60637. 

This newsletter contains information of interest to the hone-based business 
person. 
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ing Oorporation, P.O. Box 2538, Boulder, 00 
cription. 



This monthly inigazine contains managenoent tools and techniques for snail 
growing conpanies end businb<!S people. 



Investment and Riiainess C^portimitY japffs , Sutton Place Publications, P.O. 
Box 610097, North Miami, FL 33161. $10 for 1-year subscription. 

This bi-monthly magazine contains information on business and investment 
opportunities including franchises and distributorship. 



Journa l of amll RusinftSS BtenagBmnnt , West Virginia University, Bureau of 
Business Research, Btorgantown, W 26506. $10 for 1-year subscription. 

*n»is quarterly magazine on aniall business management contains information 



Advertising 
Publiic relations 
Minority business 
Accounting 
Franchising 

M i croconPUters in Smll Business ManayamRnt , The National Center for 
Research in Vocational Education, The Ohio State University, 1960 Kenn 
Road, Columbus, CH 43210, 1984. 

Contains information ont 

Applications of microeonputers in small business 

Business software reviews 

Instructional software reviews 

Evaluation criteria for software 

Software evaluations 

Business software sources' addresses 

Mind Your Om Business at Hnro ^ Coralee Sknith Kern, P.O. Box 14850. 
Chicago, IL 60614. ' 

•niis bi-monthly newsletter contains current infonmtion on operating a 
hcme-based business. 



on: 



183 



1.96 



Operating a Home Business in Washington State^ anall Business Development 
Center, Snail Business Adninistration, and Washington State Office of Snail 
Business. Available f ran Department of Gommrce and Economic Development, 
101 General Adninistration Building Olynpia, m 98504, (206) 

753-5614, July, 1984« 

Contains information on: 

deciding to start a home*-based business 
Business planning 

Selecting the right business structure 
Record keeping 
Selling techniques 



Qming and Ooeratiny a Smll Business; Strategies fnr Teaehing ftmll 
Business Qfunership and Management^ Illinois Office of Education, Department 
of Adult, Vocational and Technical Education, Professional and Curriculum 
Development Section, 100 North First Street, Springfield, XL 62777, June, 
1976. 

Contains information on: 

Determining product and market 

Obtaining initial capital 

Choosing the legal form of organization 

Record keeping 

Insurance 

Format lists unit objectives, student objectives, case studies, and 
discussion questions. 



Planning Your Own Home Biininess^ Ooralee Smith Kern and Tamnara Hoffman 
Wolfgram, VGM Career Horizons, 4255 West TDuhy Avenue, T incolnwood, XL 
60646, 1986. 

niis book contains information on: 

Setting up and operating your own business 

Using accounting, banking, marketing, and other professional services 
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Pre-BmlQvment Cbiflnfttencigs lteaniir«»e niicte^ Alaska Department of Education, 
1985. Available frcm Vocational Materials Library, Office of Adult and 
Vocational Education, Box F, Juneau, AK 99811 (907) 465-2980. 

This resource guide was developed to assist educators in iinplementing 
pre-enployment competencies as a focused portion of the vocational 
education curriculum. 



Program for Acquiring Opmpetenee in Bit repre ncur ship (PATFA ^ ihe National 
Center for Research in Vocational Education, The Ohio State University, 
1960 Kenny Road, Oolunbus, OH 43210, 1983. 

This series includes instructional units on all aspects of starting and 
operating a small business; as well as instructors' guides and resource 
guides. Afeterials are available at three levels: 

level 1 helps students understand the creation and operation of a 
business 

level 2 prepares students to plan a business in the future 

level 3 guides students in starting and managing their own businesses 



Regional Minority and Women-OMM^rt Business Dt rectorips , (Vfes tern Edition), 

Tim] m^mTmm' ' ^' '"^ 

This regional directory contains minority and women-owned business 
information for local and regional areas. Hie Directory categorizes and 
provides descriptions of businesses. 



Betail MBrchandising, Wingate-Samson, Southwestern Publishing Cbl. 8th 
Edition, 1975. 

Hiis textbook contains good information on: 

Selling techniques 

Processing the purchase transaction 

Insurance 

Retailing methods 
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Succeeding in the Iter Id of yferk> Kimbrell-Vineyard, McKnight and McKnight 
Publishing Gb., First Edition, 1970. 

This textbook contains good information on the use of checking accounts. 



Where to Find RuainMs Informt iong A Marld-Wicte Hiide fflr Rvervone Who 
Needs The Answers to ftislness Quest ions^ David M. Brownstone and Gordon 
Oftrruth, The Hudson Group, Inc., Pleasantville, NY, John Wiley and Sons, 
Inc., 1979. 

Ihis guide provides a ccnprehensive list for finding resources in all areas 
of business. 



Women in Business. Anerican Business Women^s Association, 9100 Ward 
Parkmy, Kansas aty, MD 64114. 

This nBgazine, issued nine times a year, provides information on: 

Legislation 
Finance 

Business Technology 
Oomnuni cat ions 
Ibxes 



Women Wprkink Hornet The Hpme-Based Business Qjide and Direr^fnry^ Marion 
Behr and Wendy Lazar, \m Press, Second Edition, 1983. 

This resource book includes practical advice for anyone planning a 
hone-based business, and includes information on: 

Simplified recordkeeping 
Gbnputer systems 
Setting prices 
Successful marketing 



Working for Yourself! Csreer Planning inforimtion, Oregon Career 
Information System, University of Oregon, 1787 Agate Street, Eugene, OR 
97403, (503) 686-3872, October, 1985. 

Contains information on: 

Self -employment options 
IVaits of entrepreneurs 
Deciding to go into business 
Making a business succeed 
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Resource Agencies 



Alaska amll Riin<nesg Aaaiatanoc npntAr, 2217 N. Jordan Avenue, Juneau, AK 
99801, 789-3660 (Cbrolyn Mackey), 143 E. 9th Street, Anchorage, AK 99501, 
279-7427. 

iB£.i $10/hour 

Services include econonic veritability reviews; preparation of business 
plans and loan packages; bookkeeping system design; market research and 
preparation of marketing plans; review of business practices; assistance 
with business certification; bonding, bidding and estimating assistance in 
construction-related jobs. 



Alaska State Chamber of Qntmerr^, 301 2nd Street, Juneau, AK 99801, 
586-2323. 

Promotes Alaska industry and comneioe. 



Alaska Vbmen'a nninnina<nn, 3501 C Street, Suite 742, Anchorage, AK 99503. 

Research and advocacy to improve status of womsn in anployment, health, 
education, homonaking, civil and legal rights. Offers seminars, workshops, 
and conferences around state. Publishes i^aterials on women's issues. 

Eeonomio DeveloDment Adnini strut ion, U.S. Department of Oomnerce, 701 C 
Street, Box 10, Anchorage, AK 99513, 271-5857. 

Provides grants and loans to job producing enterprises. 



Home-Based BuaincsswMmn's Nfetwrk, 5 Oedar Hill Road, Salem, m 01970. 



National Alliance of HamB-Based BusineBsi^nmBn, p.o. Box 95HB, Norwood, NJ 
07648. 



Office gf Biterprise, Alaska Department of Oomnerce and Economic 
Development, Pouch D, Juneau, AK 99811, 465-2018. 

Informational publications and hands-on business assistance to service 
industries, retail and wholesale trades, manufacturers, transporation 
companies, finance, insurance and real estate firms. 



Smll Business Adminiatrationj 701 C Street, Box 67, Anchorage, AK 99513, 
271-4022. 

Information and federally-guaranteed business loans (limit $500,000); 
assistance information and publications on marketing and management for new 
and existing small businesses. 
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